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The modern Bendix-equipped towboat “Raymond E. Salvati", Island Creek Fuel & Transportation Co., pushing 20 barges and 18,000 tons of coal. 


BENDIX DIESEL FUEL INJECTION HELPS TOTE 
A LOT OF BARGES ON OLD MAN RIVER 


Did you know that almost 8 per cent 
of the national freight load moved 
over our inland waterways in 1956? 
That’s more than 400 million tons of 
freight! 18,000 towboats, tugs and 
barges operate on our 29,000 miles 
of rivers, canals and connecting 
channels. The combined length of a 
typical towboat and barges as illus- 
trated above often exceeds that of the 
“Queen Mary”. 

Low cost is the chief selling point of 
the waterway transportation busi- 
ness. Most operators now use power- 
ful diesel engines that can propel 
tremendous loads economically. And 


A thousand products 


to insure economical performance, 
many companies specify Bendix* 
diesel fuel injection equipment from 
the engine builders. 

Improving engine performance and 
reducing operating costs are among 
our many contributions to the trans- 
portation industry. Railroads also use 
our diesel fuel injection. So do oil and 
gas pipeline operators on their sta- 
tionary engines. Ocean-going vessels 
use it. Truck operators use our 
dependable Zenith* and Stromberg * 
carburetors as well as Bendix liquid 
propane gas carburetion systems. 
Commercial airlines use our carbu- 


“Condi” 


AVIATION CORPORATION 
Fisher Bidg., Detroit 2, Mich 


retors, fuel injection or fuel metering 
systems. And some of the 1958 pas- 
senger cars will be equipped with new 
Bendix electronic fuel injection. 
‘That's a pretty impressive example 
of how thoroughly Bendix serves cer- 
tain phases of broad markets. Multi- 
ply this example many times, and you 
begin to get a picture of Bendix aims 
—developing and building basic sys- 
tems and components of all kinds for 
basic industries and the military ser- 
vices. We'll be glad to send you an 
interesting brochure, ‘“‘Bendix and 
Your Business’, 
complete story. 


which tells a more 
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a million ideas 













Fiow business can 


increase profits 
with the help 


of the telephone 





One of the real tests of management is In production: to keep a tighter control 
the ability to maintain or step up profits on the flow of raw materials. 
during periods of adjustment without mak- 


: : In sales: to save time and paper work 
ing false or even harmful economies. ipa 


and yet continue to close many sales per- 
At such a time, out-of-town telephone sonally and directly. 
calls may be more valuable than ever. For 


Out-of-town telephone calls can produce 
example ... 


profitable economies in almost every phase 
In purchasing: to find the best buys fast, of your operation. More and more com- 





clarify instructions and expedite deliveries. panies are proving it right now. 
Sa ee ee 7 
1 \ 
| SEE HOW YOU SAVE ON STATION-TO-STATION CALLS | 
1 ! 
. Day R 3 Each Added 
H For examp le: try gt ry ' Minute Ae ; 
: Philadelphia to Person Station to all calls) : 
Washington, D.C. 85¢ 60¢ 15¢ 
; Cincinnati to Detroit $120 85¢ 25¢ : BELL TELEPHONE SYSTEM 
| St. Louis to Des Moines $135 95¢ 25¢ ; 
| Chicago to Pittsburgh $160 $115 30¢ ; 
: New York to Los Angeles %350 $250 65¢ : 
1 i 
: Add 10% Federal Excise Tax ; 
Ci dcttichetcncuadeitabdinen te inedinnabininnbmene nap naeEbes a 


Lycoming 

kept a copter 
going nowhere... 
fast! 


Rarin’ to go—after 750 hours—Lycoming’s 
£)-435-23B engine went on to power the 
new Hiller H23D Raven to a new record 
for helicopter tie-down performance. The 
Raven became the first Army copter to run 
1000 hours without an overhaul. During 
this time, its 250-hp Lycoming engine 
encountered the most severe conditions 
which can be imposed, including use of full 
power in overspeed for ten per cent 

of the test time. 


After the rigorous endurance run, Hiller 
engineers reported the Lycoming-engine 
“could have run much longer’’—one more 
tribute to the versatility and dependability 
of Lycoming. 


Avco today... Its products are integral 
parts of the American scene—at home, 
in industry, and for defense. Its divisions are: 


Lycoming—aviation, marine, industrial 
power plants . . . Crosley—electronics 
systems and aircraft structures . . . 

AK Division—kitchen equipment and 
architectural porcelain ... New Idea and 
Ezee Flow—specialized farm equipment... 
Research and Advanced Development — 
missile and allied research . . . Crosley 
Broadcasting Corporation—the WLW 
Radio and TV Group. .. Moffats, Limited 
(Canada)—commercial gas and 

heating equipment. 
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Avco Manufacturing Corporation 
420 Lexington Avenue, New York, N. Y. 
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SIDE LINES 


Sputnik & “Stocknik” 


WHEN a library in (of all places) 
Moscow sends a subscription order 
half way around the globe to. (of 
all publications) Forses, that’s 
news. Imagine our amazement, last 
month, when a subscription order 
passed through our processing de- 
partment addressed: 

CENTRALNAJA 

BIBLIOTEKA VNESHTORGA 

SMOLENSKAJA PL. 32 

Moscow 200, USSR 

By now, bar- 

ring governmen- 
tal delays, Bibli- 
oteka Vneshtorga 
is probably re- 
ceiving ForBES 
regularly. To 
the best of our 
knowledge, it 
will mark the 
first time that 
our magazine has 
penetrated the 
Iron Curtain— a 
by invitation. 
Frankly, we’re delighted with the 
order. Now perhaps Moscow read- 
ers, “exposed” to an organ of the 
free capitalist press, will come to 
understand that Wall Street is not, 
as Pravda might have it, Hell’s 
Kitchen. 

Of course, we’d give anything to 
be a fly on the library wall when 
that first fearless, bilingual library 
cardholder asks for Forses and 
flips through its pages, possibly 
casting furtive glances over his 
shoulder just to make certain Big 
Brother is not watching. Who 
knows? One day we may have a 
hand in making the clickety-click 
of the Dow-Jones ticker as pleasing 
a sound to the Soviets as the beep- 
beep of Sputnik. It may be that, at 
some distant date, Muscovites will 
take to calling Forses “stocknik.” 

Growth Situation. Seriously though, 
the Soviet subscription does point 
up how fast and far Forses is 
growing. Fact is, our circulation is 
zooming like Sputnik. In the past 
seven years, Forses’ circulation 
base has soared from a guarantee 
of 100,000 to 250,000 paid subscrib- 
ers. What’s more, the circulation 
growth shows no signs of slowing 
down. Last month President Bruce 
Forbes notified advertisers that, 
beginning with our July 1 issue, 
the circulation guarantee will once 


70 Fifth Ave., 


again move up, this time from the 
present 250,000 to 265,000. 

Keeping pace with this ever- 
increasing family of Forpes read- 
ers are national advertisers, more 
and more of whom are placing 
Forses in their advertising sched- 
ules as a “must medium.” Since 
1950, when advertisers placed 345.7 
pages of ads in the magazine, our 
ad volume has climbed to 809.8 
pages (in 1957), a gain of 464.1 pages 
or 134.2%. In the 
last three years 
alcne, advertis- 
ing in Forses 
has increased by 
288.4 pages. 

We are natu- 
rally proud that 
Forses has won 
a central place 
in the advertis- 
ing planning of 


CIRC. 
BASE 
265,000 








New York 1, N. Y. Entered as second-class matter, September 
1879. Subscription $6.00 a year in U.S.A. Copyright 1958, Forbes, Inc 


major corpora- 

JULY 1, tions, and that it 

1958 stands out as the 
top publication in the field. Through 
Forses, space buyers know that 
their company or client will reach 
an attentive, receptive audience: 
mature individuals of substantial 
means, over 95% of whom have a 
personal investment stake in major 
publicly held U.S. corporations, and 
whose annual buying power runs 
into billions of dollars. Moreover, 
Forses has become regular reading 
fare for thousands of top corporate 
officers, the men whose initialed 
OKs are the last word on still more 
billions of dollars worth of corpo- 
rate purchases. 

Moscow Papers, Please Copy. In its 
own way, our new Russian sub- 
scription makes the point even 
stronger. For the Soviets, while 
certainly no investors in U.S. busi- 
ness, nevertheless have a deep and 
abiding interest in the state of our 
economy. Borrowers in Biblioteka 
Vneshtorga (which, we understand, 
is the library of the Russian Min- 
istry of Foreign Trade) apparently 
have now discovered that Forses 
focuses on the major publicly held 
corporations which are the nexus 
of the nation’s vibrant economy. 

We hope Forses will make the 
U.S. system no less an eyeopener 
to readers in Moscow, U.S.S.R. than 
it is useful to others in Moscow, 


Idaho. 


Volume 81 
No. 3 





°° mm tempted.. ee 
to get a postage meter?!” 


Mr. Whivver is branch office manager 
of a knit goods firm. Weekends he 
golfs. However, this Saturday there 
came a phone call from a New York 
buying office. If he could get one 
sample, men’s ski glove, wool, white, 
to 41 store buyers of the Northeast 
Amalgamated Group, he might 

get a big order! So Mr. W is having 
a sticky time, stamping 41 packages 
for parcel post! ...No wonder he’s 
tempted to get a postage meter! 


Now any office can have a postage 
meter and all the advantages of 
metered mail... get rid of lick-and- 
stick mailing, save time and postage. 
The little low-cost DM, desk model 
postage meter, was designed for the 
small office. One DM user in three 
averages less than $1] aday for postage. 

With the DM, you print postage 
FREE: Handy desk or wall chart of Postal 
Rates, with parcel post map and zone finder. 


as you need it, for any kind of mail. 
Just insert the envelope, dial the 
amount of postage wanted, press the 
lever, and the letter is stamped. You 
can also print your own small ad 
with every meter stamp, if you like. 
Postage for parcel post is provided 
on gummed tape. There’s a moistener 
for sealing envelopes. 

Metered mail, already postmarked, 
takes less time in the postoffice, can 
often make earlier planes and trains. 

You buy postage by having the 
postoffice set the meter. 

Your postage is protected 
from loss, damage, misuse 
—and is automatically 
accounted for. 

There’s a postage meter 
for every office, large or 
small. Askany PB office 
forademonstration. 

Or send coupon 
for free booklet. 




















PITNEY-BOWES 
Postage 
Meter 


Offices in 107 cities 
in the U. S. and Canada 


Pitney-Bowes, Inc. 
1744 Pacific Street 
Stamford, Conn. 
Send free (1) booklet, ( Postal Rate Chart to: 
Name 


Address — 





READERS SAY 


Switch 


Sir: Reading the footnote in your story 
“Vote of Confidence,” (Forses, Jan. 15), 
I observe this startling information about 


| Louisville & Nashville Railroad: 


“Dividend (1956): none. Indicated 1957 
payout: none. Earnings per share (1956): 


| $1.01.” 


I am sure I received a dividend at the 


| rate of $5 a share in 1957. I did not own 
| the stock in 1956, but was of the opinion 


it paid $4 or more. Also I thought the 
earnings somewhat exceeded $10. 
—Eari R. SMITH 


Missoula, Mont. 


Forses’ printer inadvertently trans- 


| ferred to the L&N story two lines con- 
| taining earnings and dividend data which 
| properly belong to the Peabody Coal 


story on the facing page. Footnote should 
have read as follows.—Eb. 


“Louisville & Nashville. Traded NYSE 
Price range (1957 - 58): high, 9334; low, 5454. 


| Dividend (1956): $5. Indicated 1957 payout: 


$5. Earnings per share (1956): $10.70. Total 
assets: 36087 million. Ticker symbol: LN.” 


Avco’s Profits 


Sir: The last paragraph of the Avco 
appraisal (“Many Eggs, Many Baskets,” 
Forses, Jan. 1) begins as follows: “Last 
year, finally, Avco got back thinly into 
the black.” Actually, Avco in 1957 had 
its most profitable year since 1952. Our 
nine months earnings for the period 
ended August 31, 1957 amounted to 
$8,586,374. Earnings for the full year with 
the tax credit amounted to about $12.8 
million. No provision was made for in- 
come tax because of the loss carry-for- 
ward. As you can see, Avco did very 
well last year, although as always there 
is still room for improvement. 

—FRreperick T. RICHARDS 
Assistant Secretary, 
Avco Manufacturing Corp. 
New York, N. Y. 


Forses notes the $12.8 million untaxed 
profit Avco earned in 1957. However, on 
the basis of its sales—$314.9 million in 
1957—the $6.4 million Avco would have 
earned under a normal tax liability situ- 
ation is indeed a thin one—Eb. 


Allied Stores’ Stores 


Str: My general compliments on your 
wide-ranging January 1 issue which I 
have gone through with great interest. I 
must give you corrections on specific ref- 
erences you made to Allied Stores Cor- 
poration (“Salesmen in a Buyer’s Mar- 
ket,” Forses, Jan. 1), however ... 

Allied’s Puckett did, in proven fact, 
originate the regional shopping center. 
. . . The center was Northgate, erected 
at Seattle in 1950... . 

Allied is in nine centers, four of which 
m Ome... 

There is no project underway in the 
St. Paul area; nothing will open there 
late this year. 

—ALAN BELL 
New York, N. Y. 
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Giant Airborne Radar Antenna Gives 
Vital New Use to GOODYEAR- built Airships 


The U. S. Navy's new all-weather ZPG-2W airship 
is built by Goodyear Aircraft Corporation to house 
history’s largest airborne radar antenna. The airship 
is the only aerial sentry which can lift and support 
such massive search-radar equipment. Its huge 
helium-filled envelope allows the radar’s revolving 
eye to probe the sky unhampered by metallic inter- 
ference. 


This important role in the Continental Air Defense 
Command opens new horizons for airships built by 
Goodyear Aircraft—a major step which will expand 
the effectiveness, scope and dependability of our 
defense network. 


Watch ‘‘Goodyear Theater”’ 


Besides its famous airships, and other aviation 
and aircraft products, Goodyear is also pre-eminent 
in the manufacture of tires . . . industrial rubber 


goods . . . foam products . . . films and flooring . . . 


shoe products . . . metal products . . . chemicals, and 
many other fine products to meet the expanding 


needs of today’s world-wide markets. 


TODAY... AND TOMORROW 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


on TV—every other Monday 9:30 P.M., EST. 





Plotting 


wor 


The Solution 


Plan with 


/ 
a B&O man! PHONE OR WRITE: 


T. G. GORDON, Industrial Agent 
BALTIMORE 1—LExington 9-0400 


G. E. FERENCE, Ind. Development Agt. A. C. TODD, Industrial Agent 
NEW YORK 4—Digby 4-1600 CINCINNATI 2—DUnbar 1-2900 


FIELDING H. LEWIS, Industrial Agent W. E. OLIVER, industrial Agent 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WAbash 2-2211 


BALTIMORE & OHIO RAILROAD 


Constantly doing things—better! 


TRENDS & TANGENTS 


Margins don’t make markets, as 
market action demonstrated anew in 
mid-January when the “Fed” 
trimmed the margin rate to 50% from 
70%: after a one-hour blow-off on 
January 16, the stock market settled 
back. This hardly surprised veteran 
traders. At the start of 1955, with the 
Dow Jones industrials at 406.17, the 
margin requirement was hiked to 
60%. Yet the market continued ris- 
ing, and the Dow had reached 425.52 
by April 23 the same year, when the 
Fed boosted margins to 70%. Year 
later, with 70% margins still in effect, 
the Dow hit an all-time high: 521.05. 

+ ae 

Wall Streeters give little credence to 
rumors that the price of gold may be 
raised from $35 to $40 an ounce some 
time in the near future. Rumors 
apparently originated in Europe. 

e . x 

General Dynamics is calling in for 
redemption all its 342% convertible 
debentures, which were originally 
due in 1975. This will leave General 
Dynamics as one of the few major 
defense contractors which have little 
or no long-term debt. 

. « ° 

Stock-splits slowed up their previ- 
ous break-neck pace last year. Ac- 
cording to a just-completed survey, 
only 40 Big Board stocks were split 
2-for-1 or better during 1957, vs. 88 
in 1956. The total was the lowest 
since 1954, when 34 stocks were split. 

* * a 

An automatic currency changer that 
returns two quarters, three dimes 
and four nickels for a dollar bill—all 
in three seconds—has been invented 
by President William A. Tazer of 
Chicago’s A.B.T. Manufacturing 
Corp. The changer takes creased, 
torn, rumpled, dirty singles but re- 
jects foreign or fake money. 

* e - 

Housing starts will top last year’s 
989,100 by 10% if the international 
situation does not turn worse. So 


| predicts Albert Cole, the Govern- 
| ment’s Housing Administrator. Cole 


bases his belief on the present easier 
money conditions and the stabilizing 


| of construction costs. 


+. _ a 
Engineering graduates seem to be in 
less demand than in former years. So 
reports the University of Texas. 
Twenty-seven companies, it notes, 
have cancelled scheduled interviews 
with its current graduating class. The 


| university hopes that “demand” will 
| pick up, however, as defense spend- 


ing increases. 
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Sea, Sun, and Security 


The winter sun of Florida can be enjoyably beneficial but, when 


indulged in unwisely, extremely painful. Many people think of 
investing in somewhat similar terms. Unfortunately, the gentle 
application of cocoa butter is of no help to a burned investor. 

This retired couple, beginning an enjoyable sojourn in the 
South, take their ease while we keep alert watch over their finan- 
cial affairs at home. 

Our Trust Company offers an Investment Advisory Service 
which we think is second to none. Experience, specially trained 
executives, extensive investment research, world-wide facilities, 
all combine to assure your account of continuing personalized 
supervision. That can make a big difference in the productivity 
of your portfolio. Like some further information? Just write for 
“HOW TO GET THE MOST OUT OF YOUR INVESTMENTS’... no cost, 
no obligation. 


The FIRST 
NATIONAL CITY BANK 
of New York 
Investment Advisory Service is 
Administered by our Affiliate 
CITY BANK FARMERS TRUST COMPANY 
Dept. N, 22 William Street, New York 


MEMBER FEDERAT DEPOSTI INSURANCI ORPORATIO 
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| Americans are the gre 


| of responsibility 


| means to. accomp! 
| life insurance is | 


- only @& 





insurance in the w@rld. A deep sense 


independence have gfade us seek a fool-proof 
‘both these ends. And 
é answer, | 
So, the Franiin Life’s new sales record, 
approaching 00,000,000 last year, is not 


the @@mpany: It is evidence of American 
ty to recognize the values in Franklin’s 


est bahar of life | 


loved anes and a | 
‘for our own future | 


t expression of confidence in_ 


Sco —_ 


= Neng 





700 Milica 
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unique savings- -plus-protection programs, 
That’s why we say that our 1957. sales 
record is actually a compliment to you. 

_We fully anticipate a continuation of the 
pace which in the past has broken records 
in the indastry. By mid-1958 we expect 
insurance in force to exceed $3 billion, as 
increasing numbers of Americans diseover 
the appeal of Franklin plans. The Franklin 
representative_in_your-communitywill be 
pleased to explain a program tailored to 
your needs, at your convenience. 


Franklin is the largest legal reserve stock life insurance company 
in the United States devoted exclusively to the underwriting of | 


Ordinary and Annuity ptans; 


Vhe Friendly 


FRANKLIN LIFE 


INSURANCE 
COMPANY 


DISTINGLIISHED SERVICE SINCE {884 CHAS. BE. BECKER, Pres. SPRINGFIELD, ILLINOIS 
Over two billion seven bundted million dollars of insurance in force. 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


RAILROADS AND COMMUTERS BETTER JOIN FORCES 


Railroads and commuters, as old antagonists, better join 
forces—and promptly—if both are riot to suffer costly, 
near permanent defeat.. Together they could present a 
case to stockholders and fellow taxpayers that could with 
reasonable promptness bring about many measures neces- 
sary to a sensible solution of a swiftly deteriorating situa- 
tion. 

The probable consequence if they fail to join forces 
should provide the impetus. Most major commuter rail- 
roads face bankruptcy if State and Federal regulatory 
agencies and tax collectors on all levels don’t display 
more economic sense. 

The Metropolitan Rapid Transit Commission estimates 
an annual suburban traffic loss to the railroads in the 
New York area at $14 million annually, with such roads 
as the Lackawanna losing about $3 million a year, the 
Jersey Central $2.2 million. The New Haven loses about 
$1.7, the New York Central $3 million, on commuter 
traffic alone. In the Middle West, the Chicago & North 
Western rang up a $2-million loss on its commuter traffic. 

Stockholders in bankruptcies are not winners. 

Taxpayers, as New Yorkers can testify about their sub- 
way system, are not gainers when government operates 
transportation. Commuters on bankrupt systems are sel- 
dom satisfied customers, as Long Island Rail Road users 
have been heard to observe. 

To get together, however, certain changes of attitude 
and tactics are required on both sides—particularly by 
certain railroaders. Railroad managements should cease 
overstating commuter losses simply because aged, red- 
taped ICC bookkeeping permits them to get away with it. 
Responsible railroad leaders should stop sending bleary 
ham-handed “lobbyists” to state capitals. It is time for 
them to abandon the oldtime cynical theory that laws and 
regulations are most easily made and changed by some 


properly aimed bourbon, steaks, and back-slapping. 

Railroads also should realize that their strongest poten- 
tial allies—and the allies that would logically make 
the most effective shock troops—are the commuters. By 
now even the hardest heads in the railroad industry must 
realize commuters have been politically effective op- 
ponents. They would be even more effective as rein- 
forcements, 

Commuters in turn should realize at this late date that 
while they can often succeed in blocking limited service 
cuts and rate increases from going railroads, they can do 
nothing with bankrupt ones. Even the Russians have not, 
at least at the time of this writing, claimed they know how 
to get blood from a stone. 

Granting the price of failure to cooperate, and assum- 
ing that commuters and railroaders join forces for their 
common good, what specifically should they fight for? 
What arguments should persuade taxpayers—another 
name for voters—that they will benefit by supporting 
changes in regulations and taxes? 

First of all they should remember this: if railroad com- 
muting dries up, as metropolitan New York is discovering 
from the recommendations of its Rapid Transit Commis- 
sion, the only feasible alternative is a stupendously ex- 
pensive Rapid Transit loop of some sort. The cost, of 
course, must be borne by taxpayers on a local, county and 
state level, as will the estimated substantial annual sub- 
sidy to cover deficit operations. Around Manhattan the 
prime villain has been the New York Port Authority 
which earns its vast millions from collecting half-dollar 
tolls from motorists. Its hundreds of millions of dollars’ 
worth of existing bridges and tunnels and its projected 
new ones, make no provision, and plan none, for rail 
facilities. The surrounding areas are growing steadily in 
population and the need for rapid transit grows apace. Yet 


APPEARING BEFORE SENATE SUBCOMMITTEE ON SURFACE TRANSPORTATION, RAILROADERS TELL THEIR WOES TO CONGRESS 


N. ¥. CENTRAL'S 


ROCK ISLAND'S 
JENKS PERLMAN 
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MARSH 


NORTHERN PACIFIC'S 


SOUTHERN’S 
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@ Dependence on railroad suburban transporta- 
tion has shrunk to about 15 hours per week (an 
hour and a half morning and night, Monday thru 
Fridey) because of various factors: five-day work 
week; television; suburban shopping areas and thea- 
tres, two cars in many garages. 

e These same factors to some extent have affect- 
ed freight revenues. Truck transportation in short- 
haul areas has virtually wiped out railroad freight 
transportation in suburban territory. 

e Bus and automobile commuting, while ham- 
pered by metropolitan parking and traffic problems, 
has been simplified by unprecedented highway 
construction feeding into the bridges and tunnels of 
the New York Port Authority, a non-taxpaying 
public agency. 

e The Lackawanna at one time received a great 
deal of its profits from anthracite coal. With the 
rise of oil and natural gas as competitors of anthra- 
cite, for domestic heating, the Lackawanna’s depend- 
ence upon anthracite has decreased. “In 1956 but 
slightly over 7% of our income dollar came from an- 
thracite coal. It will be even less in 1957. This, too, 
has had a sharp effect upon the profitability of sub- 
urban territory from a freight standpoint as in this 
area the declining use for coal for fuel has been 
rapid. 

e “In New Jersey there are two vital facts of 
existence which have great impact upon the Lacka- 
wanna’s picture. One relates to the losses from our 
suburban passenger and ferry service; the other 
relates to our New Jersey tax bill. . . New Jersey is 


than in any state of the Union. December 2, with our 





CASE HISTORY: LACKAW ANNA LAMENT 


The headaches of a railroad with a large commuter problem have been 
well described by the Delaware, Lackawanna and Western Railroad’s 
President Perry M. Shoemaker. But the Lackawanna executive’s arro- 
gant attitude toward those who, in some particulars, may have a dif- 
ferent approach than his own has hardly helped to solve the problem. 
Here are some highlights of Mr. Shoemaker’s Lackawanna lament. 


a property tax state. The railroads are taxed higher | 


employees furloughed, the Lack- 
awanna had the problem of find- 
ing $2.5 million to pay its New 
Jersey tax bill on its 5,500 acres 
of land and less than 600 miles 

‘ D. L. & W.’S 
of track in the State .. . prop- SHOEMAKER 
erty is assessed and taxed on the basis of 100% of 
value whereas adjoining property owners pay but 
a fraction of that basis. 

e “Our wages and materials have gone up more 
than 105% above the 1935-39 average; commutation 
fares have gone up 65%. The fare structure ordered 
by the State does not even reflect a proper increment 
of cost in providing service for the short-distance 
patron and long-distance [20-40 mile range] patrons 
{of our railroads]... 

e “The failure of New Jersey to have .. . a con- 
structive railroad transportation policy has brought 
the carriers to a precarious position. The end of sub- 
urban passenger train service on a private enterprise 
basis is inevitable, and that time is rapidly ap- 
proaching, if State inaction, and speaking bluntly 

irresponsibility continues. We New 
Jersey people have a very real choice. By inaction 
we can accept the continuing economic deteriora- 
tion of the railroads and witness the inevitable 
result. By strong action, by there being no lack 
of understanding in the minds of the Governor 
and our legislative representatives as to our con- 
cern, and our insistence upon following the con- 
structive opportunities available, New Jersey 
can have the assurance of railroad transporta- 
tion as a part of a far healthier transportation 
system.” 








the Port Authority continues to help wreck the railroads, 
to block rapid transit solutions, all the while pouring more 
tens of thousands of cars annually into the choked streets 
of New York. The taxpayer pays for the traffic problems 
by footing the bill for new roads and for wasted time. 

An Insoluble Problem? Not at all. The taxpayer alerted 
by articulate commuters and sensible rail executives, 
could straighten out both the Port Authority and the pol- 
iticians. The taxpayer could be made to understand that 
topheavy taxes on commuter railroad facilities—a hang- 
over of old abuse in the days of monopoly—are self- 
defeating today. 

Today in states like New Jersey, taxpayers are con- 
tributing to the seriousness of the railroads’ plight. If 
Government should have to start providing rail commuter 
facilities in the future, it would be vastly more expensive 
to taxpayers and quite probably infinitely less efficient. 
In this connection, taxpayers should realize that they now 
subsidize busses, trucks and airlines with billions an- 
nually. The time has come when railroads must have tax 
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relief on commuter facilities if these are not to become 
new charges on the public payroll. 

Additionally, commuters and railroads working to- 
gether can join in achieving more prompt action by regu- 
latory agencies in connection with commuter rates. If 
railroads will use a more honest basis for apportioning 
commuter costs, regulatory bodies will have no choice but 
to grant fare increases related to higher costs. Commuters 
cannot honestly object to this—unless, of course, they are 
determined to drive the railroads out of business and thus 
are willing to drive themselves to work on crowded high- 
ways to crowded streets in cities without nearly enough 
parking space. 

Railroaders and commuters working together can get 
the job done. It will call for better leadership than some 
railroaders have yet demonstrated. It will call for greater 
understanding than most commuters have been willing to 
display. With proper leadership and adequate under- 
standing, mountains, state legislatures and regulatory 
bodies can be moved. 
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The photographic industry is one of the largest consumers of silver. Over 5,000 ounces in 
film emulsions were used in the production of Michael Todd's award-winning film, ‘Around 
the World in 80 Days.’ A standard 1,000-ounce bar of Anaconda siiver is illustrated above 


a shining example of how Anaconda stars in many industries 


Versatile, hard-working silver is growing in importance. Today, more 
of this metal is used in industry than in coinage or silverware. The 
Strong, leakproof joints call for hydrogen brazing with silver. The 
addition of silver gives electrical conductors an improved margin of ANACON DA 
safety at above-normal temperatures. Increasing supplies of silver are Company 
also needed for photographic emulsions, pharmaceuticals, new alloys, 
electrical contacts, plating and a host of other uses. 


Where is all this silver coming from? Silver is an important factor in The American Brass Company 
the complex economics of many non-ferrous metals. Ores mined mainly Anaconda Wire & Cable Compony 
for copper, zinc or lead also contain appreciable values in silver. In Andes Copper Mining Company 
fact, very often it is the value of the silver that makes it practical to 
mine a low-grade deposit—thus making available additional supplies of 
copper, lead or zinc. 


Of course all this requires ingenuity, resources and research—a 
combination which enables Anaconda to produce millions of ounces of 
silver each year, and to offer business and industry an exceptionally 
broad line of non-ferrous metals from aluminum to zinc. 
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The challenge of 
Friden 7ape-7alk is big 


as your imagination 


If you can imagine an Automatic 
Office, Friden can deliver it now! 
That’s the authentic, down-to- 
earth miracle Friden builds into 
machines that write, read and cal- 
culate with punched paper tape! 
To benefit by this miracle, your 
mind must open to radical change 
—from familiar, standard methods 
of handling paperwork to auto- 
matic systemizing by Tape-Talk. 
Friden promises this: In exact 
proportion to the degree of office 


Automatic tape 
billing department in one desk 


Automatic code tape 
adding-listing machine 


Automatic tape 
reader-selector-sorter 


Automatic tape 
. transmitter-receiver 


et Ee 


Automatic tape 
writing-accounting machine 


Automatic justifying 
type-composing machine 


automation you wish to achieve, 
Friden Tape-Talk machines will (1) 
Eliminate need for manual move- 
ments and operator decisions; (2) 
Increase work volume output with- 
out increasing payroll costs or over- 
time; (3) End primary and com- 
pounded errors normally occurring 
in data recopying. 


Call your nearby Friden Man or 
write Friden, Inc., San Leandro, 
California...sales, instruction, serv- 


ice throughout U.S. and the world. 
© Friden, Inc. 


Automatic calculator-tape 
punch combination 


ITED 


Friden fully automatic 
Calculator— 
The Thinking Machine of 
American Business 


Natural Way 
Adding Machine 
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OPPORTUNITY’S CHILD 


Opportunity, in the form of economic prosperity and changing 
technology, knocked loudly at the rubber industry’s door after 
World War Ill. Because it grabbed that opportunity by the fore- 
lock and held fast, Akron today rates high in Wall Street’s books. 


“A man will give up almost any- 
thing today, before he gives up run- 
ning his automobile,’ mused well- 
tailored Harvey S. Firestone Jr., 
chairman of Firestone Tire & Rub- 
ber, as he gazed thoughtfully out of 
his office window onto the bustling 
traffic of Firestone Boulevard. 

Bubbled the Goodyear Tire & Rub- 
ber Co’s irrepressible Edwin J. 
Thomas: “There is one passenger car, 
truck, bus or tractor for every 2% 
persons in this country. Goodyear or 
bad, their worn-out tires have to be 
replaced.” Thomas and Firestone were 
not simply whistling in the dark. In 
their optimism last month the two 
rubbermen were fairly typical of 
an Akron which was prepared for 
recession but not at all panicky about 
it. 

India Rubber Man. A generation or 
less ago, few rubbermen would have 
spoken so optimistically about their in- 
dustry, especially when the nation was 
on the verge of a business recession 
of as yet unknown severity. As recent- 
ly as the late Thirties and the early 
Forties, the rubber industry itself 
seemed to be sunk into a sort of per- 
manent recession. 

Like everyone else in the Thirties, 
the big rubber companies had to op- 
erate in an economy that seemed to 
be chronically depressed. But on top 
of that the rubbermen had serious 
problems of their own. Perhaps the 
worst: undependable raw material 
prices, the violent last-minute fluctua- 
tions of which could wipe out most 
of a year’s hard work in the profit 
column. Another: dependence for 
their bread and butter on a small 
handful of customers (the Detroit 
automakers) who had made a virtual 
religion out of cutting costs at their 
suppliers’ expense. Yet another: price 
wars in replacement tires which 
created constant bargains for motor- 
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ists but which left little in the way 
of profit for the tiremakers. Things 
were so bad that in 1937, a relatively 
prosperous year, Goodyear earned 
just 45c on its present common stock 
while Firestone brought just 84c a 
share down to profits. That same year 
Goodrich lost money. 

Opportunity Knocks. It was the war 
that broke this vicious cycle. Up un- 
til then Goodrich Chairman John 
Collyer (then Managing Director of 
Britain’s Dunlop Rubber) had been a 
voice crying in the wilderness for the 
development of synthetic rubber. Then 
came the war; it brought with it both 
an overriding need for synthetic and 
a vast speed-up in the development 
of synthetic technology. 

This, then, was the opportunity. But 
opportunity, as is well known, must 
be grasped boldly by the forelock or 
it will get away. Led by John Collyer, 


who was brought home in 1939 to head 
ailing Goodrich, the industry made 
the most of its opportunities. Not only 
did it change from natural rubber and 
cotton tire cord to synthetic cord and 
large proporti vnthetic rubber, 
but, following te ty where it led, 
most of the big tiremakers soon found 
themselves deep in the chemical busi- 
ness, What had once been an industry 
helplessly at the mercy of both its 
customers and its suppliers, and with 
little room to expand, was on its way 
to becoming one of the most dynamic 
in the whole U.S. economy. As schol- 
arly Harvey Firestone puts it: “The 
advent of reliable man-made rubber 
and high strength nylon has changed 
the whole tire business.” 

New Materials, New Products. But 
mastering their raw materials was 
only part of the answer for Akron. 
It was all very well to share, as they 
had traditionally done, in the fortunes 
of the auto industry. But Akron 
wanted to be its own master. The 
only way to achieve product freedom 
was through finding new markets and 
new products. 

A kind of diversification the tire- 
makers had always had. There were 
Goodyear’s famed blimps, U.S. Rub- 
ber’s “Keds” sneakers. Rubber 


was 


WORLD'S LARGEST TIRE VULCANIZING EQUIPMENT: 
old cars need them, too 
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YARDSTICKS OF MANAGEMENT 





PROFITABILITY 


PAYOUT & 
PLOWBACK 





T & 
INTEREST . 








Firestone Tire & Rubber 
General Tire & Rubber 
B.F. Goodrich 

Goodyear Tire & Rubber 
U. S. Rubber 

* Figures for Fiscal 1957. 


13.1¢* 
11.9 
12.2 
15.2 
12.5 


used for mats and flooring, conveyor 
belts and raincoats. But at best non- 
tire lines accounted for a marginal 
part of the rubber-makers’ business: 
25% of Goodyear’s sales in the 1930s 
as opposed to 40% today. When the 
public thought of Akron it thought of 
tires—and the public was right. 

Goodrich & Gamma. Not so today. 
Recently Goodrich got 55% of its sales 
volume from products other than tires, 
U.S. Rubber 50% and venturesome 
General Tire & Rubber a whopping 
68%. And even though Goodyear still 
counts on tires for 60% of its sales, 
and Firestone counts on them for 66%, 
the two companies last year rang up 
an estimated $574 million and $386 
million in non-tire sales respectively. 

The industry’s 1958 catalogue of 
non-tire products is heavy with chem- 
icals and plastics, foam rubbers and 
industrial rubber products. It also in- 
cludes such items as gamma ray- 
hardened golf balls (Goodrich), guid- 
ed missile components (Firestone, 
Goodyear, General Tire, Goodrich) 
and fertilizer (U.S. Rubber). Thus, 
despite the likelihood of an 8% decline 
in the number of automobiles in 1958, 
Akron seemed assured last month of a 
well-sprung ride in 1958. 

Double Charm. But the charm of 
Akron for Wall Street is twofold: not 
only is Akron now anchored in growth 
fields, but its steady consumer market 
in tires gives it a foamy rubber cush- 
ion to fall back on when, as at pres- 
ent, many of its chemical and plastics 
products are in oversupply. 

““Make no mistake about it,” laughs 
genial Edwin J. Thomas, No. One man 
at No. One company, Goodyear, “tires 
are profitable.” They are profitable, 
for obvious reasons, in Detroit’s boom 
years. The original equipment tires 
that Goodyear made for best customer 
Chrysler last year boosted Goodyear 
to an alltime record net—an estimated 
$6.50 a common share. But with 
Chrysler slipping in its share of the 
market this year, Eddie Thomas is 
less worried than Tex Colbert. Rea- 
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son: old Chryslers and Plymouths— 
and other old cars as well—need new 
tires as well as new ones do. 

Double Take. It took Wall Street 
more than a little while to realize 
what a neat double-stranglehold the 
tiremakers had on prosperity with 
their dependable tires and dynamic 
sidelines. As recently as 1951, 
Goodyear common sold at a price 
equal to just four times the previous 
year’s earnings and at a discount 
of more than 40% from the conserva- 
tively stated book value. Even Good- 
rich, already winning a reputation for 
the big profits it was making in chem- 
icals with its polyvinyl chloride, sold 
at just four times earnings. 

When Wall Street finally woke up 
to the extent of the change that had 
come over Akron, it did u double take, 
sent the rubber stocks off on one of 
the most memorable runups of their 
long and chequered careers. From 
1953 to its 1957 high, for example, 
Goodyear zoomed from just over 21 to 
95, a rate of increase more than three- 
and-a-half times as great as that of 
the Dow-Jones Industrials. Firestone, 
spiralling from 26% to more than 100, 
rose almost as precipitously. 

In the space, then, of four short 
years, a whole major industry had 
emerged from Wall Street’s doghouse. 
Where its sales, earnings and proper- 
ties had been regarded as doubtful 
assets by investors, they now were 
capitalized as fullfledged blue chips 
(see “The Market’s Judgment,” p.18). 

The Giant Leads. In this virtual met- 
amorphosis of an industry, no one has 
changed more—and for the better— 
than giant Goodyear. Guided for more 
than 57 years by venerable, 82-year- 
old Paul Litchfield and now headed by 
his protege, Eddie Thomas, Goodyear 
has led the industry in boosting its 
common share earnings (see table 
“Pumping Up Profits”). In 1956 and 
again in 1957, Goodyear earned the 
industry’s highest return on its stock- 
holders’ equity. 

For all this, genial Eddie Thomas 


deserves—and gets—a good deal of 
credit both in Akron and in Wall 
Street. It has been no case of hitching 
a ride on an automaker’s prosperity. 
For it is Chrysler, Eddie Thomas’ 
best customer, which has lagged in re- 
cent laps of the Detroit auto race. 

Thomas and Litchfield have con- 
cocted a simple, well-balanced growth 
formula. Under their recent guidance, 
Goodyear has neglected none of the 
major fields open to it. Assiduously it 
has cultivated its foreign business, 
generally far more profitable than do- 
mestic business. Operating 33 plants 
from Sao Paulo to Sumatra, Good- 
year rang up foreign sales of some 
$339.5 million and profits of $17.5 
million for the latest reported fiscal 
year. With 500 retail stores handling 
tires and other auto accessories, it has 
run just behind Firestone as a retailer. 
And alone among the Big Four, Good- 
year has continued as a major sup- 
plier to the Pentagon, sold an esti- 
mated $163 million worth of military 
goods in 1956. 

With his retail business humming, 
foreign growth continuing to outpace 
that of the U.S. economy and defense 
spending again rising, Goodyear’s 
Thomas has no doubt that his com- 
pany can continue to hold its place 
as the U.S.’ top rubbermaker. “I 
don’t care what the economic projec- 
tions say,” smiles sales-minded Eddie 
Thomas, “I just want a bigger share 
of whatever there is.” 

Ambitious No. Two. But to get it 
Ed Thomas has to reckon with the 
Firestone brothers, Raymond and 
Harvey, Jr., who make no bones 
about their determination to nudge 
Goodyear out of the No. One spot. 
Says Harvey Firestone Jr.: “If our 
growth curve keeps up, it’s inevi- 
table.” The Firestones still have a 
long way to go: their 1957 sales to- 
talled just slightly under $1.2 billion 
as compared to well over $1.4 billion 
for Goodyear. But Firestone owes 
few apologies for its showing. Its re- 
turn of 13.1% on stockholders equity 


ForBES, FEBRUARY 1, 1958 





r—— PUMPING UP PROFITS—— 


When opportunity knocked for the 
tire industry in the postwar decade, 
not all companies were equally 
— to grasp it. Goodyear, No. 

ne in the industry, also scored 
first in turning postwar opportunity 
into higher oa its for shareholders. 


Runner-up: Firestone. 


earnings per common share 
1947 1952 1957 


2.53 3.84 6.50 (est) + 157% 
- 3.37 $48 7.32 + 117 
3.80 4.75 (est) + 76 
4.66 4.14(est) + 32 
1.40 2.05 (est) + 64 


10-yr. gain 
Goodyear .... 
Firestone 
Goodrich 
U. S. Rubber... 
General Tire. . 


3.13 
1.25 











was runner-up to Goodyear’s high 
15.2% and its earnings per share have 
grown a solid 117% over the past 
decade, second only to Goodyear’s 
157%. Like Thomas, Raymond and 
Harvey Firestone have put heavy em- 
phasis on foreign sales, a field where 
they probably run neck-and-neck 
with Goodyear. 

But if Firestone and Goodyear have 
charted the best profit curves in re- 
cent years, John Collyer’s B. F. 
Goodrich has tended to be the apple 
of Wall Street’s eye. Reason: Good- 
rich’s longstanding pre-eminence in 
chemicals. In the early Fifties this 
gave Goodrich the thickest profit 
margins in the entire industry. In 
1951, for example, Collyer brought 
almost 20c of every sales dollar down 
to operating profit. In the same year, 
Goodyear brought down only 13c, 
Firestone something short of 16c and 
U.S. Rubber just short of 14c. 

Explains an admiring Goodrich 
competitor: “Goodrich made a killing 
in polyvinyl chloride in the early 
postwar years. But now there are 
two dozen firms making that particu- 
lar base for plastics and the resulting 
decline in prices has cut Goodrich’s 
earnings by as much as $1 a share 
after taxes.” 

Exaggerated or not, this account of 
Goodrich’s chemical troubles goes a 
long way toward explaining the con- 
tinuing decline in the company’s op- 


U. S. Rubber’s 
Harry Humphreys 
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Firestone’s 
Harvey Firestone 


erating profit margins. Far-seeing 
John Collyer was quick to capitalize 
on the market potential of this first 
cousin of synthetic rubber. But like 
all good mousetraps, Collyer’s even- 
tually attracted heavy competition. 
Although Goodrich’s profit margins 
still lead the industry, its margin of 
victory has been declining year-by- 
year. Last year, as Forses Yardsticks 
show, its net return on sales was 5.4c 
on the dollar, only a shade better than 
Firestone’s 5.3c and only a half cent 
better than Goodyear’s 4.8c. 

Humphreys’ Headaches. What is wrong 
with U.S. Rubber? That is a question 
that Wall Street has been asking these 
past several years. And while the 
answer is not easy to come by, the 
symptoms of the No. Three rubber- 
maker’s waywardness are not hard 
to discover. It earned last year a net 
profit that amounted to less than 3c 
on every sales dollar, hardly half the 
profit rate of Goodrich or Firestone. 
In the past five years its per share 
earnings have risen not at all, and in 
the full decade since the end of World 
War II they have risen only one fifth 
as fast as Goodyear’s. 

But Wall Street has been harsh in 
its judgment of able, matter-of-fact 
Harry Humphreys for an additional 
reason: his relatively laggard show- 
ing can hardly be blamed on lack of 
money to do the things that needed to 
be done; in the eight years through 
1956, Harry Humphreys has found no 
less than $200 million in plowed-back 
earnings and borrowed money for 
capital expenditures. Totalled up, his 
capital outlays work out to no less 
than $35 a common share, yet this 
prodigious spending, which has held 
dividend payout to 42%, by last year 
had raised common share earnings 
not one penny since 1952. 

For the question “What is wrong 
with U.S. Rubber?”, several tenta- 
tive answers are possible. For one 
thing, Harry Humphreys does not have 
the retail sales outlets that Raymond 
Firestone, John Collyer or Eddie 
Thomas can count on. True, he has 
in General Motors a huge market for 


Goodrich’s 
John Collyer 


William O'Neil 


HIDDEN ICEBERG-—— 


Like most other fast-expanding com- 
panies, rubber sielieatorers now 


generate large amounts of cash 
which do not appear as earnings. 
But even though it is carried in the 
depreciation account, the cash is 
available for corporate purposes. 


Reported Net Earnings 
Per Share 1956 


$6.03 
7.43 
4.90 
4.83 10.17 
2.30 4.02 


* Net Earnings plus Depreciation plus equity in 
unconsolidated earnings 


Actual Cash Flow” 
Per Share 1956 


$9.51 
11.59 
7.51 





Goodyear 
Firestone 
Goodrich 
U. S. Rubber 
General Tire 











his original equipment tires. But in 
the far more profitable replacement 
market he must, to a large extent, de- 
pend on the selling efforts of others, 

Secondly, Humphreys derives only 
16% of his total sales from the 
highly profitable foreign field. That 
means U.S. Rubber probably did not 
sell more than $144 million worth of 
goods overseas last year as opposed 
to a probable $339.5 million for Good- 
year or $324.8 million for Firestone 

Is the best yet to come? For his 
critics, Harry Humphreys has a ready 
defense. It can be summed up in two 
words: “the future”. The fact is that 
U.S. Rubber, with barely half its sales 
volume coming from tires, is heavily 
committed to plastics and chemicals 
This is the kind of business where you 
often must build your output first and 
find your customers afterwards. In 
the future, Harry Humphreys hopes 
that the $200 million he has cast upon 
the waters since 1949 will come back 
many-fold. It has already started to 
do so, says he: “Fifteen percent of our 
sales and 20% of our profits last year 
came from products developed in the 
past 10 years.” 

General's Vistas. Unquestionably, 
U.S. Rubber has some impressive 
prospects. Still, on the premise that 
skeptics are rarely deceived, Wall 
Street is inclined to watch and wait, 
last month valued $1 of U.S. Rubber’s 


General’s Goodyear’s 


Edwin Thomas 





earnings at barely half those of Good- 
rich or Goodyear (see “Market’s 
Judgment”). And, as though to con- 
firm Wall Street’s suspicion that all is 
not well at U.S. Rubber, Humphreys* 
last month was busily revamping the 
company’s management setup. 

Such problems of management or- 
ganization as were last month plagu- 
ing Harry Humphreys are unlikely 
ever to bother 72-year-old William 
O’Neil, Firestone-trained captain of 
industry who runs General Tire & 
Rubber with a firm paternal hand. 
With three of his sons as his field com- 
manders the elder O’Neil has pushed 
the onetime middling-sized manu- 
facturer of replacement tires into a 
number of ventures far removed from 
rubbermaking, has more than trebled 
its sales in the past decade. Item: he 
profitably liquidated Hollywood's fast- 
slipping RKO studios, tacked what 
was left of it onto his RKO General 
Teleradio subsidiary (radio networks, 
TV stations). Item: he built his Aero- 
jet-General subsidiary almost over- 
night into a leader in the rocket and 
rocket propellant field. 

Fiscal Affairs. Diversification and 
growth aside, how well have the 
rubbermakers ordered their fiscal af- 
fairs? In the case of Goodyear, Fire- 
stone and to a lesser extent Goodrich 
and General, the answer is: quite 
well. All four have managed enor- 
mous expansion programs. Thanks, 
moreover, to heavy cash flow, Good- 
rich and Firestone have managed to 
do so without incurring heavy debt 
burdens. Goodrich, for example, has 
leveraged each $1 of stockholders’ 
equity with just 15c of outside money. 
Had this low-leverage been paid for 
with heavy dilution of the common 
stockholder equity, it would hardly 
have helped stockholders. A low debt 
ratio is scant consolation for watered 
equity. But in fact, rubber makers 
have not diluted equity to a serious 
degree. Goodrich has been able to 
carry nearly 77% of its increased 
earnings down to higher earnings per 
share. Firestone and Goodyear have 
done even better. 

As for William O’Neil’s General Tire, 
the relatively heavy leverage ($1.19 
of outside money for every $1 of 
stockholders’ equity) can thus be ex- 
cused by the happy fact that it has 
enabled O’Neil to expand without 
seriously diluting common equity. 
But here, U.S. Rubber’s Humphreys 
has failed to keep his common stock- 
holders’ best interests in mind. De- 
spite heavy borrowing ($1.18 of out- 
side money for every $1 of common 


*Humphreys is 2 onetime treasurer of 
Christiana Securities, the holding company 
that controls mighty E. I. du Pont de Ne- 
mours. Although du Pont family control of 
U. S. Rubber has been very much loosened in 
recent years, family members still control a 
goodsized bloc of the common stock. 
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THE MARKET’S JUDGMENT 


Mesitling to pay for $1 worth 
of the p— 4k heres 





Firestone 
General Tire 
Goodrich 
Goodyear 
U.S. Rubber 


$12.00 
12.28 
13.75 
13.23 
7.12 


equity capital), Humphrey has fi- 
nanced part of his expansion by the 
sale of a large amount of common 
stock. Thus though the company’s 
net profits have risen 3.5% in the past 
three years, they have declined 4.4% 
on a per share basis. 

A Great Business. For all its prob- 
lems, U.S. Rubber’s top management 
remains cheerful. “We are putting,” 
Harry Humphreys says, “120 million 
more into research over the next five 
years.” 

That is hardly a counsel of despair. 
The fact is that Humphreys, like 
O’Neil, Collyer, Thomas and the Fire- 
stones, feels he has a good thing in 
the rubber industry’s twin strengths: 
its steady, basic and dependable tires 
—and its exciting and growing chemi- 
cal vistas. “The rubber business,” 
Firestone Vice Chairman Lee Jackson 
happily exclaimed recently, “is a 
great business to be in.” That phrase 
is not very far from summing up the 
dominant mood today in what was a 
tired and ailing industry not so many 
years ago. 


PERSONALITIES 


THE LITTLEST 
TEXAN 


The titanic career of Rail Ty- 

coon Robert R. Young was 

ended last month by his own 
hand. 





“To seize opportunity,” 
Young always insisted, “is no sin.” 
One day last month Robert Ralph 
Young, who had acted out his titanic 
career on a gigantic stage, seized his 
final opportunity. Alone in the billiard 
room of his palatial 25-room Palm 
Beach mansion, The Towers, he 
placed a double-barreled shotgun 
against his head, and simultaneously 
pulled both triggers. 

Thus at 60, Bob Young, who had 
lately been “a little bit ashamed” of 
being called a railroad man (New 
York Central) and preferred to be 
known as a “businessman” (Alle- 
ghany Corp.) deliberately ended his 
life just as he had lived it—in spec- 


Robert R. 


tacular fashion. 

A tiny man (‘5’6”) as tycoons go, 
he was often called “the littlest Texan 
of them all.” But while sometimes 
gentle (he liked to write poetry), he 
could be a furious in-fighter in corpo- 
rate struggles. “If I didn’t keep my 
guard up,” Young often cried, “those 
damn bankers would scalp me in a 
minute.” 

But in the end it was not so much 
“the bankers” as the bad economic 
luck of the railroad industry which 
dealt Young’s fortunes the heaviest 
blows. 

The Big Why. Just why Robert 
Young had taken his life was a ques- 
tion all Wall Street pondered. Some 
said his health had worsened; others 
that the downhill run of his beloved 
Central had caused his plucky spirit 
to crack. All agreed that he had been 
despondent. And there were those 
who hinted darkly that Bob Young 
was close to being broke, that he had 
recently taken a $100,000 mortgage on 
his 30-room estate, Fairholme, in 
Newport, R.I., that he had also un- 
loaded 99,000 of his 100,200 shares of 
Central stock, which he once dreamed 
would be selling at $100 a share, at 
begging prices (average: $20 a share). 

Meanwhile, back at Grand Central 
Station, President Alfred Perlman 
took genuine pains to spell out that, 
whatever Young’s motive, the Cen- 
tral’s finances were sound. True, said 
he, the road had earned only $1.30 a 
share in 1957 (vs. $6.02 the year be- 
fore), but December was “a little in 
the black,” and the Central’s cash 
position was, if anything, stronger 
than the year before. And on Monday, 
first trading day after Young’s death, 
Central common, though heavily trad- 
ed, closed at 15%, no change from 
Fridays closing. 


ROBERT R. YOUNG: 
not bankers but bad luck 
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CHEMICALS 


FREEDOM & 
DEPENDENCY 


Peter Colefax brought Amer- 
ican Potash a long way in 
five years, but he did not 
bring it as far as Wall Street 
thought he had. 


“We have been free,” says big, British- 
born Peter Colefax, 54, about his 
American Potash and Chemical Co.,* 
“to make our own mistakes and suc- 
cesses, since 1952.” As far as Wall 
Street was concerned, Colefax made 
few mistakes. With control in his own 
hands after American Potash had 
bought out the Mathieson Chemical 
interest in 1952, Colefax concentrated 
on upgrading the chemicals from his 
huge deposits at Searles Lake, in Cali- 
fornia’s Mojave Desert, where Ameri- 
can Potash mines boron, potash, soda 
ash, salt cake and some lithium. His 
aim: to find more profitable products 
than dependable but plodding potash. 

Concentrating on boron and lithium, 
Colefax developed in recent years a 
whole crop of new and high-profit 
chemicals, including the high-energy 
fuel, decaborane. Lithium, like boron, 
has wide industrial use and enormous 
potential. Exhausting his local lith- 
ium, Colefax built a $7-million plant 
in San Antonio, Texas to process im- 
ported lithium ore. 

Between 1952 and 1957, Colefax in- 
creased both sales and profits by 130%. 
“We have ceased,” he declared tri- 
umphantly, “to be identified with the 
production of potash.” 

Facts and Fancies. Investors were 
intrigued by Colefax’s words and by 
hopeful predictions of profit possi- 
bilities for American Potash’s chem- 
icals in high energy fuel and nuclear 
energy in the space of just three 
years. They bid American Potash 
common from 12% in 1954 to 6634 on 
the Big Board early last year—an en- 
thusiastic 25 times earnings. 

But some of the celebration proved 
more than a little premature. Though 
he had broken its exclusive depend- 
ence on potash, Colefax had not 
taken his company entirely out of 
that rather sluggish business. With 
other such basic products as soda ash 
and salt cake, potash still accounted 
for around one third of sales. And 
last year all three oldline products 
were in oversupply (see chart). 

It was mid-1957 before investors 


*American Potash & Chemical Co 
NYSE. Price range (1957-58): high, 
3344. Dividend (1957): $1 plus 3% in stock. 
Indicated 1958 payout: $1. rnings per share 
(1956): $2.64. Total assets: $65.5 million. 
Ticker symbol: APO. 


. Traded 
34; low, 
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AMERICAN POTASH’S COLEFAX: 
the celebration proved premature 


awakened to the fact that American 
Potash was still tied to some pretty 
mundane products. When the reaction 
came, it was a rough one. American 
Potash crashed to 33% in four months, 
by last month recovered only to 404%. 

Sales of several of the company’s 
major chemicals, Colefax admitted, 
last year had fallen below 1956 levels. 
“But,” said he, “sales of some of the 
newer products have increased.” It 
was apparent that they had not in- 
creased sufficiently to offset the de- 
cline in basic products: for 1957 
American Potash’s earnings were 
down an estimated 9%. This hard- 
ly tarnished Colefax’s spectacular 
post-1952 gains, but it was giving Wall 
Streeters some hard second thoughts 
on the wisdom of capitalizing profits 
that’ have not yet materialized—as 
many investors had done in 1957 in 
American Potash. 





POTASH PANIC 
The potash industry is haunted by 
the specter of possible future produc- 
tion from vast Canadian reserves and 
additional U. S. deposits now. being 
developed. With imports taking 
nearly 10% of the market, production 
here is already above demand. Con- 
sumption is expected to grow at 
about 3% a year. 


EEE U.S. Production 
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MACHINE TOOLS 


BLACK & WHITE 


Prospects for the machine 

tool makers last month 

seemed to depend on whom 
you were talking with. 





Wuat can the highly cyclical machine 
tool industry expect during 1958? As 
Harold Glenn Bixby, the president of 
Ex-Cell-O Corp.,* saw it last month, 
the outlook was pretty black. “The 
machine tool business,” said he flatly, 
“will get drastically worse.” 

But what looked black to Bixby 
looked white to President Frederick 
V. Geier of the Cincinnati Milling 
Machine Co.,+ the biggest U.S. ma- 
chine tool maker. “I can think,” said 
he, with equal determination, “of at 
least five reasons why Bixby may be 
wrong.” 

The Big Five. Geier had the five 
reasons right at his fingertips. 

e More than 60% of all the ma- 
chine tools in use now are substand- 
ard. 

e Manufacturers have money to 
spend and want to cut costs. 

e Product changes are on the in- 
crease, requiring still more new tools. 
e Automation and 
lines are coming into 

greater use. 


transfer-type 
increasingly 


e Changes in the national defense 
program will create new machine 
tool requirements which cannot be 
filled from the present supply of 
Government surplus. 

Geier admitted that these factors 
were unlikely to bring any flow of 
orders to the industry’s books over- 
night. “Backlogs are not generally 
swollen,” he observed, “and we don’t 
expect any early recovery of demand 
due to plant expansion.” 

Nevertheless, he was still far from 
admitting that Harold Bixby, his No. 
One competitor, was right. “These 
other developments,” said Geier, 
“should help us avoid the calamity so 
widely predicted for this year. Things 
just aren’t that bad.” 

Having thus clearly delineated their 
respective positions, the two machine 
tool men had in effect only raised an- 
other question for interested inves- 
tors: Should they bet on Bixby’s 
black or Geier’s white? 


*Ex-Cell-O Corp. Traded NYSE. Price 
range (1957-58): high, 5134; low, 283%. Divi- 
dend (1957): $1.25. Indicated 1958 payout 
$1.50. Earnings per share (1956): $4.01 otal 
assets: $114.7 million. Ticker symbol 


tCincinnati | Machine Co. Traded 
NYSE. Price range (1957-58) : high, 5044; low, 
255%. Dividend (1956): $1.60. Indicated 1957 
ayout: $1.60. Earnings r share (1956) 
bs. Total assets: $104. Ticker 
symbol: CMZ. 


million. 
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COSMETICS 


BELLS ARE 
RINGING 


The nation’s No. One door- 
bell-ringer is Avon Products, 
which has just rung up $100 
million in sales and a sweet 
symphony of profits. 


E_mer Buurr, the timid door-to-door 
salesman of radio’s old Al Pearce 
Gang, always approached his pros- 
pects convinced that they would 
never buy anything. “I’m afraid 
there’s nobody home here,” he would 
say, “I hope-I hope-I hope.” Elmer 
probably never heard of Manhattan’s 
Avon Products, Inc.,* the nation’s big- 
gest door-to-door cosmetic firm, 
which could teach him how to ring a 
$100-million tune on the nation’s 
doorbells. 


Last month Avon, which puts out . 


the industry’s biggest line (more than 
150 items) of cosmetics and toiletries 
for both men and women, from tooth 
paste to toilet soap, finished up the 
biggest bell-ringing year in its 71-year 
history. Avon’s sales, reported Presi- 
dent John Ewald, would likely “ex- 
ceed $100 million,’ up a walloping 
15% from 1956’s $86.8 million. On 
Avon’s earnings Ewald was mum, but 
Wall Street expected them to ap- 
proach $3 a share, making Avon’s 
fifth straight annual increase from the 
87c-a-share level of 1953. 

Open Door Policy. In pushing sales 
past $100 million, Avon thus becomes 
not only the cosmetic industry’s big- 
gest (in sales) producer (runner-up 
Revlon would show last year’s sales of 
roughly about $95 milion), but very 
likely the biggest door-to-door sales- 
man in the U.S. Though Avon does a 
small amount of private brand manu- 
facturing, very nearly 100% of its vol- 
ume (from Avon and Perfection- 
band items) comes from ringing 
doorbells. Even such persuasive peri- 
patetic purveyors as famed Fuller 
Brush and Stanley Home Products 
have sales volumes half that of Avon. 

Ewald’s Avon works its sales magic 
through some 100,000 “independent 
contractors,” all of them determined 
women whose numbers have grown 
in proportion to Avon’s sales. Some 
ring bells on a steady, full-time basis, 
but most are free-time housewives 
intent on supplementing their incomes. 
Every new Avon “representative” 
(advertises Avon: “Welcome her 
when she calls’) starts work with an 


*Avon Products. Traded over-the-counter. 
Price range (1957-58): high, 464%; low, ‘ 
Dividend (1957): $1.25. Indicated 1958 pay- 
out: $1.40. rnings per share (1957): $3 est. 
Total assets: $45.3 million. 
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initial order on three weeks’ credit 
from the company. Selling what she 
can of her first lot, she deducts her 
own commission, mails Avon a check 
for the balance. Though the company 
suggests prices, Avon’s independent 
contractors can set their own prices if 
they wish. The company asks only 
that they stress high level (and not 
high pressure) salesmanship. 
Insulated, by the very nature of its 
trade, from the traditional tooth & 
claw competition among cosmetic 
manufacturers, Avon reaped an oper- 
ating income in 1956 (after depreci- 
ation) of $16.3 million, or about 19% 
of sales. Even after taxes, it rang up 
a sweet-smelling net profit margin of 
9.4c on every dollar of sales. Except 
for rival Revlon’s 1956 net of 9.7c on 
every sales dollar, Avon’s profit is 
easily tops in the roughly competitive 
cosmetic industry. On top of this, its 
current return of nearly 40% on stock- 





OPEN DOOR 
POLICY 


Since 1947 consumer expenditures 
for toiletries (not counting soap) 
have increased 77% (to $2.6 bil- , 
lion). But during the same 

years doorbell-ringing Avon | 
Products pushed its sales 

up a whopping 456% | 

(to $100 million). | 
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holders’ equity is one of the highest 
in all U.S. industry. 

Vials vs. Volumes. Unlike its rep- 
resentatives, Avon got its foot in the 
door of house-to-house sales back in 
1886, when David McConnell Sr., an 
itinerant book salesman, began giving 
away vials of perfume to his custom- 
ers, only to discover that they thought 
more of his vials than of his volumes. 
He promptly set up California Per- 
fume Co., which, through a series of 
name changes, finally arrived at Avon 
Products in 1951. The company’s 
stock, once closely held, has been 
traded over-the-counter since 1946. 
Since then it has split 2-for-1 in both 
1955 and the following year, and while 
sales have quintupled, the bid price 
of Avon’s 3 million shares (now owned 
by only 3,000 shareholders) has been 





bid up by almost 1,000%. 

Next month Avon, which has 
branched out from Alaska to the 
Caribbean (since 1953 still a small 
portion of sales), hopes to start signing 
up doorbell-ringers in Mexico. “This 
business,” says Avon Treasurer Louis 
Jaeger in a classic kind of under- 
statement, “has been rather suc- 
cessful.” 


BREWING 


BEER BARREL 
POKER |. 


Depending upon how you 

figure it, Anheuser’s Gussie 

Busch is now one hop ahead 
of Schlitz. 


Last summer beer & baseball baron 
August A. (“Gussie”) Busch Jr., 
president of St. Louis’ Anheuser- 
Busch, Inc., set out to bag Jacob 
Ruppert, Manhattan’s only brewery 
(Knickerbocker beer), away from 
the Ruppert heirs. All beerdom won- 
dered why. True enough, Ruppert’s 
2.5-million barrel capacity would 
have clinched first place for Busch’s 
Anheuser, which had lost it two years 
before to Milwaukee’s 109-year-old, 
family-held Jos. Schlitz Brewing Co. 
Even so, Busch was already solidly 
entrenched just across the Hudson in 
Newark. It was no mystery, however, 
to H. Garrison Silleck III, grandson 
of the late Col. Ruppert. “If you knew 
Gussie Busch,” he explained, “you 
would know he’s not the kind to be 
satisfied with anything less than first 
place.” 

The Ruppert deal fell through, but 
last month Gussie Busch was obvious- 
ly satisfied anyhow. Reporting 1957 
shipments of 6,115,762 barrels (31 
gallons to the barrel), Gussie pro- 
claimed Anheuser-Busch the nation’s 
No. One brewer. But in Milwaukee, 
which Schlitz made famous, Schlitzers 
were furious. Gussie was claiming 
the whole beer barrel poker pot, 
charged one Schlitz executive, only 
by virtue of having played every card 
in his hand—Budweiser, Michelob and 
Busch Bavarian. But Schlitz, said he, 
“sells only Schlitz—and we sold better 
than 6 million barrels last year!” 

Far more significant than the brou- 
haha that Busch brewed, however, 
was the fact that than Anheuser had 
pushed its volume up 4% in a year 
when the entire brewing industry re- 
portedly dropped 500,000 barrels be- 
neath 1956’s 85 million barrels. And 
nobody could take that away from 
Gussie. 
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OIL 


CROWN JEWEL 


British Petroleum Co., a 

mere appendage to the Brit- 

ish Navy in imperial days, is 

today an economic lifeline of 
the Queen’s Realm. 


IN THE dim and distant days immedi- 
ately before World War I, Winston 
Spencer Churchill, then Britain’s 
38-year old First Lord of the Admi- 
ralty, clearly foresaw that the age of 
the coal-burning ship was past and 
the age of the diescl at hand. With 
equal foresight Sea Lord Churchill 
realized that Britain could remain 
mistress of the seas only by assuring 
itself of an ample oil supply. For 
oil, unlike coal, was a resource Brit- 
ain did not possess in the home 
islands. 

Churchill argued the British gov- 
ernment into putting up $10 million 
in cash (and a long-term naval pur- 
chasing contract) to back a struggling 
effort by British private enterprise to 
develop a refinery and oil fields in 
Iran. Out of Churchill’s naval sense 
grew the mighty British Petroleum 
Co.,* owner today of crude oil re- 
serves in the Middle East greater 
even than those of Jersey Standard 
or Royal Dutch and supplier of much 
of the oil without which industrial 
Britain could hardly survive. 

Today, the British government's 
small initial investment has become 
a giant nest egg with a market value 
of some $710.2 million. But, though it 
has grown out of all recognition, 
British Petroleum still bears the 
marks of its origins: a solid 56% of 
its common stock continues to repose 
in the British Trasury, and until re- 
cently almost all its resources were 
located in the Middle East.+ 

As current chairman of British Pe- 
troleum Co., Neville A. Gass thus 
must worry constantly about the ex- 
plosive politics of the Middle East. 
Mossadegh was not the only nation- 
alist in BP’s woodpile. When Egyp- 
tian dictator Nasser closed down the 
Suez Canal, shutting off the flow of 
Eastern oil, BP’s profits dropped a 
sharp 34%, to 61c a share, in the first 
half of 1957. 


Good News. But last month, from 


*British Petroleum Co. Traded American 
Stock Exchange. (American Depository Re- 
ceipts.) Price range (1957-58): high, 233%; 
low, 1134. Dividend after British income taxes 
(1956) : 40c. Indicated 1957 pa out: 40c. Earn- 
ings per share (1956): $1.45. Total assets: 
$1,206.5 million. Ticker symbol: BPT. 


*+After fanatical nationalist Mohammed 
Mossadegh temporarily drove the company 
out of Iran in 1951, it changed its name from 
Anglo-Iranian Oil to British Petroleum, con- 
tinued to pump oil from its immensely rich 
deposits in neighboring Kuwait. 
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BRITISH PETROLEUM REFINERY ON 


his headquarters in London’s Fins- 
bury Circus, Neville Gass sent word 
that BP had made good the Suez loss 
in the second half. Noted Gass: ‘In 
spite of adverse conditions suffered in 
the first half of the year, [profits] 
should not differ from those in 1956 
[$1.45 a share].” 

Gass had even better news for the 
British Treasury and his other stock- 
holders. After several years of striv- 
ing, the company had, he reported, 
become somewhat less exposed to 
Middle Eastern instability. Tradi- 
tionally, BP had always refined its 
oil close to its producing fields. This 
saved a considerable amount in tank- 
er costs on the 5% of a barrel of crude 
that is virtually useless, but it also 
meant that BP’s refineries were 
frighteningly vulnerable. One of 
Gass’ jobs has been to change this. 

During 1957, Gass announced, he 
had continued BP’s new policy of en- 
larging its refineries in Europe and 
Great Britain. He had also made 


BRITISH PETROLEUM’S GASS: 
the status was changing 
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THE FIRTH OF FORTH: 


safety outweighed a 5% saving 
plans to build new refineries in Can- 
ada, Ireland and Germany’s Ruhr. As 
for crude production, BP now 
poking its parts of 
world previously 
seen a 


was 
nose into the 
which had nevel 

BP drilling crew. Just re- 
cently, by way of example, BP con- 
cluded an agreement with the French 
Government to look for oil in the 
Sahara, currently one of the hottest 
exploration sites on oilmen’s maps 

The Closed Door. There was, how- 
ever, one place in the world where 
BP still could not go: 
That country, its recent disorders 
notwithstanding, is the one oil area 
which can match Middle Eastern 
profits without Middle Eastern risks 
From Venezuelan fields, an oilman 
can expect to get his investment back 
in just 1.2 years, vs. one year in the 
Middle East, and a far slower 3.1 
years in the U.S. and 3.4 in Can- 
ada. This explains why both the Royal 
Dutch/Shell Group and Gulf Oil 
Corp., though not nearly as depend- 
ent on the Middle East as BP, have 
recently spent heavily for new con- 
cessions in Venezuela. 

But for Gass, as Wall Street sees 
it, Venezuela is a locked door. By 
Venezuelan law a company controlled 
by a foreign power cannot probe its 
rich sands; and for all its thousands of 
private owners, BP is essentially a 
government-controlled enterprise. 

But in the matter of ownership, as 
well as in other ways, BP is chang- 
ing. The British government did not 
subscribe to BP’s recent $115-million 
convertible debenture issue, thus will 
see its ownership drop from 56% to 
51% if the debentures are converted 
during the next three years. In time, 
then, British Petroleum may leave its 
old quasi-government status for full- 
fledged corporate freedom. 


Venezuela 





STEEL 


PAGING ADAM 
SMITH 


W hy do steelmen talk of high- 

er prices when they can’t sell 

what they've got at current 
prices? 


Was THE steel industry really trying 
to repeal the law of supply and de- 
mand last month? With industry 
operations down to 58% of capacity, 
lowest since 1952, (barring strikes 
and holidays) Jones & Laughlin’s 
Avery C. Adams told Pittsburgh’s 
sedate Society of Security Analysts 
that a price increase on July 1 was 
well nigh inevitable. “If you would 
pin me down,” said he, “I'd say prices 
will rise at least $7 a ton”—4%% 
over the current $155 a ton base. 

Adams’ argument was a familiar 
one. On July 1, he rea_oned, the 
industry faces a 16-cents-an-hour 
wage increase, third and final install- 
ment of the 58-cents-an-hour package 
that ended the 1956 strike. But he 
argued that the industry has already 
paid far more than it bargained for. 
“The agreement has worked out to 70 
cents,” Adams explained, “because 
in the interim there have been three 
cost-of-living increases adding up to 
12 cents. It’s the impact of these costs 
that must be considered.” 

With industry profits already 
shrinking, no one doubted that steel 
could well use the higher price. But 
how, with capacity going begging, 
could the increase be put through? 
Adams seemed to be flying in the 
face of the inexorable law of supply 
& demand which economists from 
Adam Smith on down have consid- 
ered the ultimate arbiter of prices in 
a free economy: that prices rise when 
demand is strong, fall when it is weak. 

Precedent for Repeal. Yet Adams’ 
proposal was not without precedent. 
During the 1954 recession, for in- 
stance, the steel industry hiked prices 
$3 a ton (24%). That defiance of the 
hoary supply-&-demand principle was 
defended by Bethlehem’s A. B. Homer 
at last fall’s Congressional hearings. 
“The price of steel,” said Homer, “ac- 
counts for a very small part of the 
cost incurred by our customers in pro- 
ducing finished products from steel.” 
Thus, he argued, a $5-a-ton reduction 
in steel prices. might enable an auto- 
maker to cut auto prices from $2,630 
to $2,620. 

Concluded Homer: “But I doubt 
that any auto company would con- 
sider that price reduction would have 
such effect on the general public’s 
car purchases as to increase material- 
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ECONOMIST ADAM SMITH: 
he had a lot to learn 


ly the automobile company’s purchas- 
es of steel.” In other words, supply & 
demand has very little to do with the 
price of a ton of steel. 

Who’s the Argument Against? 
Homer’s and Adams’ arguments had 
a certain ring of truth. But the un- 
deniable fact was that some of the 
smaller specialty steel producers al- 
ready have begun cutting their prices, 
informally at least. So long as that 
went on, it was extremely doubtful 
whether the bigger companies could 
make price increases stick. 

If a price boost was not in the mak- 
ing, what was J&L’s Adams up to? 
“He’s sent up a trial balloon,” one 
steelman theorized. “If customers 
can be convinced a hike is in the off- 
ing, they’ll be less anxious to hold off 
buying steel they need, and the indus- 
try could do with plenty more orders.” 


FIBREBOARD’S KEADY: 
an end to a white elephant 
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PAPER 


JETTISONED 
CARGO 


Bill Keady has just jettisoned 

some clumsy ballast in his 

race to put Fibreboard Prod- 

ucts further ahead in the 
profits race. 


“Tr’s closed and we’ve got our money 
out of it—that’s all,” rumbled William 
Leo Keady, 64, president of San 
Francisco’s Fibreboard Paper Prod- 
ucts* last month after he announced 
the sale for “more than $7 million” 
of his huge floor coverings plant at 
Metuchen, New Jersey. 

Keady had nothing more to say 
about the jettisoned Metuchen plant 
because, in fact, there was little 
enough good to be said about it. 
The plant, which covered nine and 
one half acres and was carried on the 
company’s books at $10 million, had 
run close to the red ever since it was 
built before World War II. Worse still, 
it had become the chief drag on the 
fiscal progress in recent years of 
Fibreboard Paper Products, the com- 
pany which Keady created two years 
ago (by a merger of his Pabco Prod- 
ucts, a struggling producer of building 
materials, and Fibreboard Products, 
a former subsidiary of Crown Zeller- 
bach). 

Star Performer. That merger with 
paperboard-making Fibreboard was 
probably the smartest move Bill 
Keady had made in his long execu- 
tive career, which has included stints 
in the presidencies of U.S. Gypsum, 
Marathon Corp. and Fibreboard. The 
bringing of the onetime Crown Zel- 
lerbach subsidiary into Pabco’s cor- 
porate fold raised Keady’s sales from 
$31.5 million in 1955 to $127.4 million 
in 1956. 

Keady, in fact, had hitched his 
wagon to a star—but top performers in 
any line come high, and Fibreboard 
was no exception. For Crown Zeller- 
bach’s holdings in Fibreboard, Pabco 
paid no less than $38 million, and to 
swing the deal Keady had to borrow 
$65 million from two insurance com- 
panies. That left him carrying a debt 
burden amounting to nearly 60% of 
total capitalization. But on top of 
this Keady undertook a $50-million 
five-year expansion program, arrang- 
ing to defer the start of repayments 
on his huge debt until after the com- 
pletion of the expansion program. 

The Load and the Lift. It was a heavy 


*Fibreboard Paper Products. Traded NYSE. 
Price range (1957-58): high, 32; low, 1934. 
pies i. $1.06. inettien> : 1957 obra 
= —. = share (1956 otal 

reise on million. Ticker AE 
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thouch the railroad industry did not 


burden, but Keady and his backers 
were certain they could handle it. 
“By 1960,” said Keady at the time, 
“we expect to be doing a total busi- 
ness of between $180 and $200 mil- 
lion . . . this would represent a cash 
flow of about $20 million.” This, said 
Keady, would enable Fibreboard to 
handle all its fiscal obligations. “We 
are convinced,” declares he, “we can 
take care of our expansion program 
and pay dividends, at the same time 
increasing our cash resources.” 

Keady had good basis for his pre- 
diction. Paperboard consumption had 
risen from 97 pounds per head to 163 
pounds between 1940 and 1950, rose 
another five pounds between 1950 and 
1956. In addition, the whole trend of 
supermarket merchandising indicated 
continued growth of food packaging 
which is the chief consumer of Fibre- 
board’s products. 

Just People. Keady had yet another 
factor in his favor. Shoppers and 
retailers are the ultimate consumers 
of the cartons and containers which 
make up 75% of his sales. In the 11 
Western states where Fibreboard 
dominates the market, population is 
increasing faster than the nation’s 
population as a whole. That means a 
steady increase in the number of 
shoppers who buy things packaged in 
paperboard. Between 1940 and 1956 
the population of the West grew 90% 
compared with an over-all growth of 
29% in the nation. 

But if the sky seemed the limit for 
Fibreboard, Keady had no intention 
of letting Pabco become a mere tail 
to his comet. “We are not,” said he, 
“going out of the building materials 
business.” 

To prove it, he undertook to spend 
$10 million of his $50 million in ex- 
panding that phase of his operations, 
especially gypsum lath and wallboard 
divisions. For these, said Keady last 
month, “the outlook is good—we ex- 
pect a 10% sales increase this year.” 

Closed Issue. But adding sales is 
not always the same as adding profits. 
Profits in Pabco division building 
products were, Keady knew, erratic 
and averaged only just over 2c on the 
sales dollar compared with a steady 
7c in Fibreboard’s paperboard prod- 
ucts. Clearly, the way to better over- 
all earnings lay in boosting building 
products’ margins. 

To reach this goal, Keady was al- 
ready concentrating production in 
the high-profit end of building ma- 
terials, particularly in gypsum lath 
and wallboard. But the biggest drag 
on Fibreboard’s earnings remained 
the Metuchen white elephant. Last 
month Bill Keady put an end to this 
uncertainty. “Metuchen is a closed 
operation,” said he, “and a closed 
issue.” However, the $7-million-plus 
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that the plant brought was a very 
live issue. The cash, said Keady hap- 
pily, will hasten expansion in “opera- 
tions yielding the greatest profit.” 


ECONOMICS 


THE BROKEN 
YARDSTICKS 





W hen the yardsticks say things 
are going badly, does it really 
help to change the yardstick? 


On Wall Street in recent decades 
there have been two statistics whose 
publication regularly sent brokers 
rushing to their tickertapes and 
traders to their telephones: the 
weekly operating rate of the nation’s 
steel mills; and the weekly carload- 
ings of its railroads. The one gave a 
timely and accurate measure of the 
output of an industry basic to most 
other industries. The other presented 
an equally timely yardstick for the 





NO INDEX? 


For all their cyclical swings, steel- 
men have been using a smaller 
part of total capacity in recent years 
to turn out nearly as much steel as 
they made in record-breaking 1955. 














1953 1954185501956 1957 


rate at which goods were moving be- 
tween mine and factory, warehouse 
and consumer. 

The Big Change. Last month some 
hard questions were asked about both 
yardsticks. In New York Benjamin 
Fairless, former chairman of USS. 
Steel and now head of the Iron 
and Steel Institute, announced that 
the trade association would  re- 
lease henceforth only estimated ton- 
nage production figures. No longer 
would it give steelmen’s estimated 
operating rate for the following 
week. Reason: “Many people out- 
side the iron and steel industry,” de- 
clared Fairless, “erroneously assume 
that the weekly figure is based on a 
constant, never-changing capacity.” 
Rather, said Fairless, capacity has 


been climbing steadily. Thus, an 
operating rate of 70% in the industry 
today represents just as many ingot 
tons produced as did 100% 10 years 
ago. 

The blow to carloadings came from 
no less an authority than the Federal 
Reserve Bank of Chicago. A car 
carrying livestock, noted the bank, 
is actually handling only one quarter 
the weight of a coal car, yet both 
carry the same weight in the final 
standings. Then, too, such competi- 
tors as truckers have stolen big 
chunks of the railroads’ business. 
Result: rail carloadings may actually 
decline faster than the total move- 
ment of goods. Commented the bank: 
“While statistics on freight carload- 
ings have an important place in the 
rail analyst’s tool kit, it is not alto- 
gether clear just what value they 
have nowadays as a clue to the state 
of business in general.” 

Eye of Suspicion. Criticisms of both 
yardsticks were undoubtedly justified. 
But why had critics become so vocal 
at a time when the two yardsticks 
pointed clearly to recession?* To 
Wall Street skeptics it looked a little 
bit like shooting the pianist because 
you didn’t like the sound of the piano. 

Fairless denied, however, that his 
association was trying to sweep the 
evidence of recession under the car- 
pet. He noted that an investor could 
still figure out the percentage of 
capacity for himself. The Chicago 
Fed, for its part, suggested that ton- 
nage actually shipped would be a 
better yardstick for railroad perform- 
ance, but admitted that such figures 
are available so late as to be almost 
useless. 

On Wall Street, it was enough to 
set analysts to questioning the worth 
of the biggest yardstick of them all: 
the Gross National Product, the sum 
of all the goods and services in the 
nation. During 1957, it rose to a 
record high of $439 billion, indicating 
unprecedented prosperity in the coun- 
try. One of its weaknesses: the fact 
that a good part of the “GNP’s” in- 
crease came from higher prices rather 
than larger volume, a factor which 
made the nation seem more prosper- 
ous than it really was. 

Looking Backward. All of which left 
more than one investor a trifle con- 
fused. But perhaps the ultimate word 
on the subject came from one vet- 
eran broker. “It really doesn’t mat- 
ter to the investor,” philosophized he, 
“what yardstick you use to measure 
what happened last week. What the 
investor needs to know is what's going 
to happen next week. That’s one 
yardstick no one has really found yet.” 


*At mid-January, carloadings were off 
12.9% from last year; steel operating rate 
was down from 96.4% to 57.0%. 
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RAILROADS 


GLOOM & DOOM 


Is the rail industry as badly 
off as some of its leading 
spokesmen claim? 





“A pessimist is one who feels bad 
when he feels good for fear he’ll 
feel worse when he feels better.” 

—quoted by H. L. Mencken 


No one could accuse the U.S. railroad 
industry of “feeling good” last month. 
To substantiate their latest claim for 
a 3% freight rate increase, the nation’s 
big railroads bombarded the Interstate 
Commerce Commission with esti- 
mates of their 1957 earnings and their 
prospects for 1958 (see table). By 
and large, the figures were by no 
means as disastrous as some industry 
observers had forecast. Like Menck- 
en’s pessimist, however, the average 
railroadman was almost afraid to ad- 
mit that things were going passably 
well with him—even if they were. 

Deficits in the East. Still, there was 
no doubt that a fair minority of rail- 
road executives had little enough to 
be optimistic about. In a year of de- 
clining business, the high-cost East- 
ern railroads were in for’ the 
roughest sledding. At present rates, 
the Pennsy faced its first deficit since 
1946. Without a rate increase, the 
New York Central expected a deficit 
of $28 million, its first since 1946, and 
a bigger loss than the road sustained 
even in the worst year of the de- 
pressed Thirties. 

For the Central, even a 3% rate 
increase would fall lamentably short 
of doing the job, and the road’s crys- 
tal-gazers saw nothing but red ink 
ahead in 1958. Groaned Central’s 
Boss Alfred E. Perlman: “With 30,000 
out of 100,000 workers cut off our 
payroll since 1954, we still are not 
making any money from operating 
the railroad.” 

Profits at 3%. But the Central was 
in a minority. For the industry as a 
whole, things were by no means as 
bad. Even the Pennsy could get into 
the black, President James M. Symes 
thought, provided the ICC would 
come through with the 3% rate in- 
crease he wanted. As for the other 
roads, few, it is true, would match 
their 1954 profit levels, but none ex- 
pected to sink even close to their 
postwar lows set in 1946. Exasper- 
ated by all the calamity-! -wling, 
Delaware & Hudson’s William White 
reminded the New York Society of 
Security Analysts last month that 
“all the railroads aren’t going to hell 
in a hand-basket.” 

As cases in point, both the Santa Fe 
and Southern were girding them- 
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RAILROAD OUTLOOK—— 


Here's how 1958 prospects looked 
to seven U.S. rail lines last month: 


NET PROFITS 
(alee test) 


withost aa 
rate increase 
4$28.0 $7.9 
41.5 19.1 45.9 5.1 
Baltimore & Ohio.. 30.0 24.3 16.1° 20.7 
Chesapeake & Ohio 66.7 68.0 49.0 52.2 
Winois Central ... 23.8 14.8 14.9 17.0 

70.2 60.4 50.9 55.2 
Southern 30.8 22.1 22.9 


*1957 earnings are estimated except for the 
Pennsylvania's and the Chesapeake & Ohio's. 


1956 1957* 
New York Central. $39.1 $5.9 


Pennsylvania 











selves for the worst year since the 
early Fifties, but both would still cover 
their common dividends by a fairly 
good margin. The Baltimore & Ohio, 
thanks to its recapitalization program, 
would do somewhat better than it had 
in recessionary 1954. For the Illinois 
Central the worst seemed already 
over; 1957 was the road’s worst year 
in a decade, and 1958 looked slightly 
better. 

C&O’s Third Best. The coal-haul- 
ing Chesapeake & Ohio was prepar- 
ing itself for a 28% drop in profits, 
but at that 1958 promised to be its 
third best postwar year. “The C&O is 
strong,” C&O’s Walter Tuohy observed 
last month. Then, remembering to feel 
bad when he felt good, he added: 
“But the fate of any railroad, includ- 
ing the C&O, in the long run is tied to 
that of the industry.” 

The industry seemed more than 
likely to survive the year. Though 
only a few railroads were actually 
trembling on the abyss, chances were 
last month that all of them would get 
the asked-for rate increase. It would, 
however, make spectacular differ- 
ences only to such roads as the 
Pennsy and the B&O that have highly 
leveraged earnings. But since those 
were just the roads that needed help 
most, the boost would be welcomed 
all around. All in all, it seemed as 


PENNSY’S SYMES: 
a rate boost meant black ink 


though the railroad industry did not 
feel quite as bad as Wall Street 
thought it felt—even though it was 
hardly floating in euphoria. 


RAILROADS 


PENNSY PASSES 


A 110-year record of con- 
tinuous dividends hangs in 
the balance as the Pennsyl- 
vania Railroad omits its 
first-quarter payment. 





For 110 years now, stockholders in 
the Pennsylvania Railroad Co.* have 
come to look upon their dividends as 
something that arrives as regularly 
and dependably as the Congressional 
Limited. Last month, however, it 
looked as though the Pennsy gravy 
train had stalled. The rocky road's 
directors had voted to bypass its tra- 
ditional January dividend until, as 
President James Symes expressed it. 
“a better appraisal of 1958 can be 
made.” 

For the hard-pressed Pennsy, it 
was clearly no time for tradition. 
Lacerated by a slashingly poor 1957 
(in which earnings plummeted 54’, 
to $19.1 million). President Symes 
reported that the Pennsy has been 
running in the red ever since October, 
will likely show a deficit in normally 
slow February, too. In December 
alone, he revealed, the road had sus- 
tained a $1.2-million deficit (vs. a 
$3.3 million profit in December, 1956). 
Even if the ICC were to grant Pennsy’s 
petition for a boost in freight rates. 
warned Symes, it would probably 
earn only about $5 million this year. 
Worse still, if no rate boost were 
granted, the outlook for 1958 was for 
a deficit of more than $5 million. 

Stock Reply. Wall Street’s immedi- 
ate reaction to the Pennsy’s dividend 
pass was like that of weary commut- 
ers, angry and surprised at being 
left waiting on the platform. Pennsy’s 
stock slipped just half a point on 
the news. 

Most traders seemed to forget, how- 
ever, that in 1954 Pennsy directors 
passed not only the first dividend but 
the second as well, nevertheless man- 
aged to come up with a token 75c 
payment in the third quarter, thereby 
saving the day and the then 106-year 
record. Admittedly, though, the situ- 
ation last month was a good deal 
grimmer. It was anybody’s guess if 
in 1958 tradition would yet win out 
over attrition. 


Mag nog CORT Traded NYSE. 
Price range (1957-58) : 2244; low, 11%¢. 
— rt 31. eieticated 1958 - 

per share (1957): gi: 5 
Total pe 1 billion, Ticker symbol: 
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How to be 
younger than 
your years 


When you meet a grandfather like this who's still 
“young,” vigorous and active . . . even though he’s nearly 
65... you're likely to exclaim, “He certainly doesn’t 
look his age!” 

The truth is he’s what he should be . . . and what most 
of us could be when retirement draws near. Better still, 
anyone who has reached this age in good health can 
usually look forward to many more useful years. 


Although there is no definite point at which one slips 
into old age, some of us may begin to feel the “wear and 
tear” of life around age 40 to 45. 


So, the time to start taking care of your health is 
before you get along in years. A thorough check-up every 
year is the surest way to uncover any chronic disorder, 
such as high blood pressure or arthritis, at its start. 


Even if your retirement may be 20 to 25 years ahead, 
here are some things you should do: 


1. Keep your mind open to new ideas. If you always 
have something to do tomorrow . . . something you 
want to do . . . your mind will be alert, active. Working 
with and for others—in community, church and fraternal 
organizations—can also be a deep and lasting source of 
satisfaction at any age. 

2. Select your foods carefully. Your diet should pro- 
vide proteins for body upkeep and repair, carbohydrates 
for energy and foods that supply protective vitamins 
and minerals. 


3. Control your weight. Overweight makes your heart, 
kidneys, lungs, liver and arteries work harder all the 
time. Overweight also tends to increase your chances of 
developing diseases of these organs. 

4. Try to keep your emotions on an even keel. It is 
unhealthy to keep emotional tensions “bottled up.” 
Instead we should look for ways to work them out. For 
some of us just talking over problems with a friend or 
advisor helps to clear the air. 

5. Plan early for your financial security. Get com- 
petent advice about your future finances—to avoid 
“money worries” during retirement. 


Metropolitan Life | ce Company 
1 Madison Avenue, New York 10, N. Y. 


Please send me Metropolitan’s free booklet, 
“Your Future and You,” 2-58-F. 

















S's AT 


BRIRCTRONICS 


Not long ago, Pure Oil processed 
its billionth barrel of crude. 


These billion barrels have fur- 
nished power, heat, lubrication to 
millions of homes and farms, auto- 
mobiles and industries throughout 
America. 

But the most interesting part 
is this: It took us 10% years to 
process our first 100 million bar- 
rels, and less than two years to 
process the last 100 million. It’s 
this sort of growth that has made 


ground-to-air Hawk and the Navy’s 


PURE'S 4 refineries are now busy on the second billion. 


Pure Oil refines its Billionth barrel of crude 


PURE one of America’s 75 largest 
industrial corporations. 


This record of growth demon- 
strates that year by year more 
and more people are turning to 
Pure Oil for top-quality petroleum 
products. It clearly shows that 
when you turn into any of our 
nearly 16,000 stations in 24 states, 
you, too, can be sure with PURE. 


THE PURE OIL COMPANY, 35 East 
Wacker Drive, Chicago 1, Illinois. 


BE SURE WITH PURE 
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Yet, like its birds, Raytheon may 


COAL 


COAL COMFORT 


Its portability once more as- 
sured by the drop in ocean 
freight rates, U.S. coal this 
year seems certain to sell well 
in the vital Ei -opean markets. 


“Coat,” Ralph Waldo Emerson once 
wrote, “is a portable climate.” It is 
also, as all good industrialists know, 
a portable and reasonably cheap form 
of industrial power. Since it is emi- 
nently portable, U.S. mining compa- 
nies have had little trouble selling 
large quantities of coal in recent years 
to fuel the factories of far-off Europe, 
3,500 miles of ocean and rail trans- 
portation costs notwithstanding. 

But little more than a year ago, the 
U.S. bituminous coal industry’s boom- 
ing overseas export market seemed in 
imminent danger. The mounting pro- 
ductivity of U.S. mines since the war 
had enabled relatively low-cost U.S. 
coal to compete in the European mar- 
ket, in spite of the high cost of trans- 
porting it from the Appalachian mines 
to continental ports like Antwerp and 
Rotterdam. 

Over a year ago, however, the tide 
began to turn. Under the pressure of 
the Suez crisis, ocean charter rates 
skyrocketed to the highest level in 
postwar history. U.S. bituminous coal 
seemed in danger of being forced out 
of the European market. It had hap- 
pened once before, between 1947 and 
1950, when U.S. coal exports sank 
from a high of 43 million tons to less 
than 3 million tons. The recent threat 
seemed so great, in fact, that the coal 
producers, the coal-hauling railroads, 
and the United Mine Workers set up 
a private shipping corporation, Ameri- 
can Coal Shipping, to try to force 
charter rates down. 

Bad Guess. The industry’s Cassan- 
dras, however, proved resoundingly 
wrong. Though U.S. production de- 
clined 1.6% last year, overseas ship- 
ment shot up 21% to 58 million tons 
to set an all-time record. The once- 
negligible export market nosed the 
ailing home-heating market out of 
fourth place in the industry’s cus- 
tomer list. And 1958 looked almost as 
good last month. Recession or no, 
most coalmen were betting that over- 
seas shipments would drop less than 
10%. Better still, the metallurgical 
coals which feed Europe’s steel fur- 
naces are among the most profitable 
items coalmen have to sell. 

What had happened to clinch U‘S. 
coal’s overseas advantage? Primarily, 
the sharp decline in ocean shipping 
rates. With the Suez canal open once 
more, charter rates (U.S. to Rotter- 
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MARKET MIX: 


Bituminous coal prospects for 1958 are 
somewhat mixed. Utility and export de- 
mand will probably remain reasonably 
steady and high, while demand from steel 
and general industrial customers is ex- 
pected to ease sharply. Thus, in 1958, 
market mix promises to make the big 
difference. 


-—Strong For 1958—, -—Weak For 1958. 
Indus- Retail & 


Utility Export trial Steel Other 
Pittsburgh 
Consol. 29% 13% 22% 30% 6% 
Eastern Gas 
& Fuel 20 25 12 35 8 
Pittston 27 20 27 20 6 
Island Creek 8 14 33 19 26 


Peabody 68 - 23 9 











dam-Antwerp) plummeted from 
$16.80 a ton in December 1956 to $3.43 
a ton last month, lowest since the 
postwar bottom of $2.75 a ton was 
reached in 1950. 

Permanent Market? For the bitumi- 
nous coal industry as for the coal- 
carrying railroads, the continued 
boom in the export market dispelled 
much of the gloom that had been 
gathering over the industry for 1958. 
Few expected much from the indus- 
try’s steel and industrial customers 
who last year took something like 
50% of their output. As 1957 end- 
ed, the steel industry was operating 
at 58.6% of capacity, down from 
98.4% a year earlier, and the Feder- 
al Reserve Index of Industrial Pro- 
duction was down a full 7.5%, with 
no immediate upturn in prospect. 


DOCKSIDE COAL CONVEYOR: 
for overseas coal, a speedy exit 


So the industry was looking to its 
European customers to lift it off a 
most uncomfortable hook. For Pitts- 
ton and Eastern Gas & Fuel, which 
funnel roughly 25% of their output 
into the overseas market, 1958 looked 
bright. 

Glowed Pittston’s Chairman Joseph 
P. Routh: “Our export business looks 
as if itll be about as good as it 
was last year, and our first-quarter 
earnings, in fact, may even be up a 
bit.” Things looked somewhat less 
bright for such producers as Island 
Creek and Pittsburgh Consolidation, 
which ship less than 15% of their out- 
put overseas, depend far more heavily 
on- steel and industrial users (see 
table). 

The steady export boom was good 
news for some railroadmen, too. For 
the Chesapeake & Ohio, the Norfolk 
& Western and the Virginian, which 
haul most of the industry’s overseas 
shipments to tidewater, prospects for 
bituminous coal seemed a solid guar- 
antee against any collapse of railroad 
profits for 1958. “We're still,” smiled 
the C&O’s coal-minded Walter Tuohy 
last month, “eating high on the bitu- 
minous hog.” 

Borrowed Boom? Can the overseas 
boom last? Or is it this year simply 
living on borrowed time? Most U.S. 
coalmen think it will last. “Low char- 
ter rates,” says Pittston’s Routh, “are 
a temporary market condition. The 
important thing is that they just don’t 
have enough metallurgical coal 
abroad.” Reasons: European pro- 
ductivity is low; reserves, particu- 
larly of coking coal, are rapidly being 
depleted. 

Moreover, around 75% of U.S. ex- 
ports go to the steel industry. Luckily 
for U.S. producers, steelmakers can- 
not substitute fuel oil for coking coal 
as utility consumers can. Then too, 
in the event of a decline in the Euro- 
pean economy, overseas steel demand 
is far less leveraged than that of the 
U.S. steel industry. U.S. steelmakers 
produce more than 57% of their own 
coal from captive mines, cut back 
purchases from independent produc- 
ers first when steel production slips. 
Not so overseas steelmakers who buy 
far more of their coal in the open 
market. 

Last month, U.S. producers were 
happily delivering coal to Germany at 
$6.50 a ton less than either Britain or 
Poland, the continent’s major pro- 
ducers. That advantage made long- 
range U.S. prospects look promising 
indeed. 

“The overseas demand,” predicts 
Joseph E. Moody, president of the 
Southern Coal Producers Association, 
which mines most of the industry’s 
overseas coal, “looks as if it might 
continue indefinitely.” 
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ELECTRONICS 


SOMETHING FROM 
THE BIRDS 


Raytheon has yet to make 

big money, but with a solid 

stake in missiles it considers 

itself in “the growth end of 
a growth industry.” 





SEVEN years ago a Navy experimental 
Lark zeroed in on a drone target and 
blasted it from the sky. It was the 
first successful destruction of an air- 
craft in flight by a U.S. guided missile. 
Last month the company that designed 
and built the Lark’s guidance system, 
Waltham, Mass.’ Raytheon Mfg. Co.,* 
was still getting a big bang out of 
missiles. Declared President Charles 
Francis Adams: “Our missile group 
has scored many bulls’ eyes since 
that time.” 

Using preliminary, unaudited fig- 
ures, Adams reported that in 1957 
Raytheon had scored sales in excess 
of $250 million, netted about $6.8 mil- 
lion, $2.40 a share. So far as profits 
were concerned, this was a long way 
from being a bull’s eye. Raytheon had 
netted less than 3c on each sales dol- 
lar, and even then some $2 million 
(70c per share) of Raytheon’s profits 
could be chalked up to the sale of its 
40%-share in the Datamatic comput- 
ing system to ex-partner Minneapolis- 
Honeywell (Forses, July 15). 

Nevertheless, it was Raytheon’s best 
earnings year since 1954, even with- 
out the 70c-a-share capital gain. And 
Adams had increased sales by 30%. 
With Raytheon’s volume running last 
month at an annual rate of $300 mil- 
lion, President Adams insisted that at 
long last Raytheon had established 
itself “as a major factor across the 
whole, broad, advancing front of the 
electronics industry.” 

The Feathered Nest. An in-&-outer 
through the years, Adams’ Raytheon 
may at last have found its proper 
niche. The company that once tried 
to balance radio and TV set manu- 
facture with radar parts (it is still 
the leading maker of radar’s magne- 
tron and klystron tubes) has given up 
the TV ghost, is now overwhelmingly 
committed to defense products, which 
currently bring in 80% of sales. 

In the defense line, President 
Adams, a onetime partner in Wall 
Street’s Paine, Webber, Jackson & 
Curtis, has feathered Raytheon’s nest 
with some rather remarkable birds. A 
prime contractor for the Army’s 


*Raytheon Mfg. Co. Traded NYSE. Price 
range (1957-58): high, 2334; low, 163%. Divi- 
dend (1957): none. Indicated 1958 ees: 
none. Earnings per share (1957): $2.40. otal 
assets: $108.5 million. Ticker symbol: RTN. 
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ground-to-air Hawk and the Navy’s 
air-to-air Sparrow III, Raytheon is 
currently buttressed by a $260-million 
order backlog, most of it in missiles. 
“We intend,” Adams told the New 
York Society of Security Analysts 
late last month, “to cash in now on all 
the technical achievement and hard 
work of the past.” 

Raytheon is long overdue to cash in. 
Since 1950, it has done more than 
$200 million worth of research and 
engineering. Yet its sales volume, fre- 
quently hamstrung by off-again, on- 
again commerical business, has roller- 
coasted at best. Even in 1957, for all 
its comparative improvement over 
the past few years, Raytheon’s mar- 
gin of profit was a wafer-thin 2.7%. 
Adams’ goal this year: 3%, which 
could mean (given $300 million in 
sales) an increase in net income to 


RAYTHEON’S ADAMS: 
his eye is on the Sparrow 


some $9 million and a boost in net 
per share to about $3. 

Wing and a Prayer. Yet despite its 
strong ties to the military birds, Ray- 
theon still hopes to see its commercial 
electronics business take wing. In 
this, it is pushing such high-volume, 
low-cost items as transistors, which 
Raytheon was the first company to 
mass produce and whose market 
is growing, says Adams, at the rate 
of 9% a month. Last month Raytheon 
also cast another anchor to windward. 
To beef up its commercial equipment 
division, it purchased South San Fran- 
cisco’s Applied Electronics Co., the 
nation’s biggest maker of marine 
radiotelephones. “While we have had 
many gains,” Adams owns up, “our 
record of earnings has not been nearly 
so successful. There are a number of 
reasons for this, but these lie in the 
past and it is the future in which we 
are interested.” 


Yet, like its birds, Raytheon may 
still have a long flight ahead of it. 
Chances of a cash dividend, even in 
hopeful 1958, Adams insists, are “zero,” 
though a stock payment is a possibil- 
ity. Nevertheless, Charles Adams is 
obviously betting that only with its 
remarkable birds can Raytheon hope 
to hit the long elusive financial bull's 
eye. “It is true .. . we have had some 
severe disappointments,” says he, “but 
we stand with one of the largest fran- 
chises in two key growth segments of 
our economy—electronics and mis- 
siles. We face the brightest future in 
our history.” 


BONDS 


HONOR AND 6% 


Credit rating is a matter of 
convenience for the man-in- 
the-street but an affair of 
honor for a_ government. 


THERE were few would-be borrowers 
more relieved at the lower trend of 
interest rates last month than the 
Union of South Africa. The country’s 
14,000 miles of railroad are mostly 
single-track and operated with steam 
locomotives. South Africa needed $15 
million in U.S. money to help modern- 
ize the system. 

Credit was no problem. South Af- 
rica’s bonds along with those of such 
other sound foreign risks as Australia, 
Belgium, Denmark and Norway 
bear a high Wall Street rating. The 
6% which South Africa was asked to 
pay for the money sounded stiff, but 
it was only 1% above what such top- 
rated domestic corporations as Amer- 
ican Tel & Tel and Con Edison were 
paying for their borrowed funds when 
the bond market was scraping around 
its 20-year lows. 

Borrowers’ Plight. But in another 
sense the price was wrong. A rate of 
6%, explained a spokesman for the 
managing underwriters, Manhattan’s 
Dillon, Read & Co. would have “em- 
barrassed” South Africa as being out 
of line with its true credit position. 
Faced with the embarrassing prospect 
of having to borrow beneath itself, 
South Africa withdrew the offer and 
settled for a World Bank Loan of $25 
million. The price: a face-saving 
5% %. 

But last month with the bond mar- 
ket slowly climbing again, South 
Africa ventured to expose its honor 
once more in the market place and 
re-offered $15 million worth of bonds 
at a lower rate. Soon Wall Street, un- 
sentimental but realistic, was redeem- 
ing South Africa’s credit, fully sub- 
scribed the offer at 542%. 
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Glidden takes a giant safety step...with water 


The conventional solvents in paints 
used in production-line finishing have 
long been a fire hazard. Now, after years 
of research, Glidden has succeeded in 
replacing these fume-producing solvents 
with safe, plain water. Result: danger 
in many production-line painting opera- 
tions can be eliminated! 


These high-quality water-emulsion 
coatings are being hailed by industry 
as one of the most significant advances 
ever achieved for the safety of plant 
personnel and property. Already, they 
have been adopted for use on acoustical 


tile, dry wallboard and automotive parts. 
And Glidden research will continue to 
develop emulsion finishes for more and 
more products. 


This is a dramatic example of Glidden 
progressive leadership in helping to 
solve problems for the growth indus- 
tries Glidden serves. Two of the many 
other products contributing to Glidden 
leadership are illustrated at the right. 
They are examples of the way ‘all 
Glidden divisions grow—by developing 
new products, improving products or 
reducing their cost. 


Growing with the “Glidden horigons oO chemi 


THE GLIDDEN COMPANY + UNION COMMERCE BLDG. + CLEVELAND 14, OHIO 


PAINT DIVISION 
Consumer and industrial points 
and coatings 


SOUTHERN CHEMICAL DIVISION 
Terpene chemicals, tall oi! products, 
resins 


FORBES, FEBRUARY 1, 1958 


CHEMICALS + PIGMENTS 
METALS DIVISION 
Pigments and metal powders 


CHEMURGY DIVISION 
Soybean products 


DURKEE FAMOUS FOODS DIVISION 
Products for consumers and the 
food industries 


HOW GLIDDEN HELPS INDUSTRY 
SOLVE THEIR PROBLEMS 


Enamel that Stays in the Pink — 
whatever its color! NUBELITE product 
finish is custom-formulated to resist 
heat, cold, abrasion, stains, corrosion 

used on practically all household appli- 


ances, large and small. 


Operation Rainbow gives industry a 
bright new look! Gay pastel colors oi 
VYN-AL ENAMELS applied to immense oil 
tanks at Philadelphia save on mainte 
nance costs, improve public relations— 


even won an industrial beauty prize! 





AIRCRAFT 


RATTLING 
SKELETON 


The harassed planemakers 
were hit from a new direc- 
tion last month. 


Last month an old skeleton rattled in 
the closet of the aircraft industry. It 
was probably the one skeleton the 
planemakers would most like to keep 
hidden: the renegotiation clause that 
the Government has always insisted 
on in its contracts. Through renego- 
tiation, the Pentagon can examine the 
books of all its suppliers after they are 
closed, and demand a refund wher- 
ever it thinks profits were excessive. 
The planemakers have never talked 
much about the provision, beyond 
noting briefly in their reports that the 
earnings they reported were not actu- 
ally final. Wall Street, more con- 
cerned in recent months with military 
stretchouts, missile contracts and the 
like, has tended to forget this built- 
in hazard to aircraft investing. But 
last month, with the industry already 
groggy from government cutbacks and 
stretchouts, the skeleton came bound- 
ing out of the closet to which it had 
been consigned by both the plane- 
makers and Wall Street. 

The Battle Joined. Its first victim 
was North American Aviation, nearly 
all of whose sales are to the Govern- 
ment. In Los Angeles, the regional 
office of the Government’s Renegotia- 
tion Board filed a claim on the big 
California planemaker for a refund 
of $5.5 million (after tax credits) on 
its 1954 profits. At that rate, North 
American would have to pay back no 
less than a quarter of its profits for 
the year. 

Near month’s end, only North 
American had been notified that the 
Board was looking into 1954 profits. 
Few other planemakers, however, had 
any hope that the spotlight would not 
reach them. Reason: most of them 
were still involved in fighting decisions 
made just last year for the profits 
they compiled in 1953. 

Douglas Aircraft already has had 
$1.3 million chopped off its 1953 profits 
under a renegotiation refund it paid 
under protest. Boeing’s President Bill 
Allen, ordered to pay back $2.9 mil- 
lion for 1952 and another $2 million for 
1953, has appealed both claims and is 
fighting the whole renegotiation sys- 
tem tooth and nail. North American 
itself is contesting an earlier order to 
hand back no less than $1.3 million 
of its 1953 profits. Complains North 
American’s Chairman James H. Kin- 
delberger: “We don’t believe that 


30 


NA’S KINDELBERGER 
out of the closet 


profits have been excessive during 
any of these years.” 

Excessive or Not? As the plane- 
makers saw it, the profits now in 
jeopardy were high because of a step- 
up in efficiency. What’s more, they 
say, they need every profit penny they 
can get to plow back into operations. 
Cries Boeing’s Bill Allen: “When we 
make two point something per cent 
after taxes, the Renegotiation Board 
says that is too much .. . I say in the 
light of our responsibilities to the 
American people, it is not only shock- 
ing and appalling, it is sickening. I 
feel very strongly about it.” 

Investors apparently felt just as 
strongly. As rumors of more renego- 
tiations to come circulated through 
Wall Street, anti-aircraft fire dropped 
Douglas 2 points, Boeing 1% in just 
one day’s trading. 





SEARS’ THEODORE HOUSER: 
into retirement 


RETAIL 


PRECEDENT 
SETTER 


Sears, Roebuck’s Chairman 

Houser hopes his retirement 

at 65 will set an example for 
his successors. 


Computsory retirement-at-65 pro- 
posals have caused sometimes heated 
controversy in management circles 
during recent years. Late last month 
proponents of such plans got a big 
boost. Sears, Roebuck’s* Master Mer- 
chandiser Theodore V. Houser an- 
nounced his retirement as_ board 
chairman, effective May 12. His age: 
65. 

Explained Houser, who more than 
any other man has geared gigantic 
Sears for its changing role in mid- 
century America: “The size and 
complexity of Sears is such that both 
the president and chairman must be 
hard-working, energetic individuals 
who give full measure of their time 
and strength to the job.” 

Under Houser’s guiding hand, Sears 
has expanded at a record rate in re- 
cent years. (In 1957 it opened 29 new 
stores, plans a similar expansion this 
year.) Its 11-month sales of $3.6 bil- 
lion (through December) were up 
2.9% from the similar period a year 
earlier, and Wall Street suspects that 
Merchant Houser has—unlike most 
retailers—been able to hold his earn- 
ings for the year to approximately the 
$2.20 a share of 1956-57. 

Filling Houser’s shoes will be 
Fowler B. McConnell, present presi- 
dent, while Vice President (Southern 
territory) Charles H. Kellstadt will 
move into the president’s suite. If 
Fowler McConnell follows Houser’s 
precedent, he too will turn in his 
resignation two years from now. His 
age: 63. — 

Complains Ted Houser: “There 
seems to be & tendency in American 
business to reward past services of 
individuals by appointments to chair- 
manships when a full, active role is 
not expected. This is particularly out 
of place in Sears, in view of the 
heavy demands of this office.” 

Under a rule already in effect at 
Sears, all executives except the chair- 
man must retire at 63. General Robert 
E. Wood, Ted Houser’s predecessor, 
mentor and admirer, retired as chair- 
man in 1954, when he was 74 (he still 
serves on the board). 


*Sears, Roebuck & Co. Traded NYSE. Price 
range (1957-58): high, 2954; low, 244%. Divi- 
dend (1957): $1.10. Indicated 1958 payout: 
$1.10. Earnings per share (1956): $2.20. Total 
assets: $1.5021 million. Ticker symbol: S 
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NATURAL GAS 





MEMPHIS BLUES 


Having collected many mil- 
lions in what they thought 
were legal rate increases, gas 
pipeliners now face the un- 


happy prospect of paying all 
of them back. 


“RATEMAKING,” admitted Federal Pow- 
er Commission Chairman Jerome K. 
Kuykendall last month, “can never 
be a perfect art.” To gas execu- 
tives this seemed to be a mammoth 
understatement. Seldom in the his- 
tory of regulatory endeavor has an 
industry become afflicted with such 
uncertainty over rate negotiations. 
Trapped in a morass of legal incon- 
sistencies, gas men (and pipeliners in 
particular) were at the moment a 
singularly depressed lot. 

Appropriately enough, it was the 
Southland that gave birth to their 
blues. Last November the U. S. Court 
of Appeals for the District of Colum- 
bia ruled in favor of the city of Mem- 
phis in its bid to block a rate increase 
by United Gas Pipe Line Co. (subsi- 
diary of Shreveport, Louisiana’s big 
United Gas Corp.). The court’s finding 
was that the company could not legally 
put into effect a rate increase un- 
less customer agreement was reached. 
Temporarily at least, Memphis had 
won its fight. 

Out on a Limb: For a time neither 
the industry nor Wall Street realized 
the full implication of this decision. 
Several weeks ago, however, the FPC 
urged the Supreme Court to review 
the ruling, warned that it would 
create such financial hardships that 
many gas pipelines would have to 
cancel expansion plans or even be 
forced to reorganize. Commented 
FPC chief Kuykendall: “This deci- 
sion completely overturned the es- 
tablished procedure which the entire 
natural gas industry had thought 
was provided by the Natural Gas Act. 
. . . I doubt very much if the Court 
of Appeals comprehended the magni- 
tude of the result of what it was do- 
US a 

Some companies, it was apparent, 
would be hurt more than others if the 
Memphis decision prevailed. But 
which ones? Last month security 
analysts, trying to find the answer, 
delved into an FPC report on rate 
increases collected but still subject to 
refund. They found that United Gas, 
party to the Memphis case, had col- 
lected (through last November 30) 
only $11.2 million or just 87c per 
common share (before income tax 
adjustmerit). By contrast, Peoples 
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LAYING A SECTION OF PIPELINE: 


established procedures were completely overturned 


Gas Light & Coke Co. had a possible 
liability of $6.16 per share, Panhandle 
Eastern $3.56 per share, and El Paso 
Natural Gas $2.87 per share. 

None of these companies, however, 
was so far out on a limb as Colorado 
Interstate Gas Co., a middle-sized 
pipeliner in the Rocky Mountain re- 
gion. If worst comes to worst, Colo- 
rado Interstate will have to refund 
$59.3 million collected since 1954. 
This figure is substantially higher 
than the firm’s annual revenues 
($46.8 million in 1956). On a per 


PIPELINES’ PERIL 


If controversial "Memphis Deci- 
sion" is upheld, natural gas trans- 
mitters may have to repay to 
customer companies rate increases 
not yet finally approved by Fed- 
eral Power Commission. Possible 
extent of liability is indicated by 
increases alregdy collected under 
bond and subject to refund. 


Annual 

Amount Collected Liability 
of R under per 
Bondt 


(in millions) 


Major 


Companies* Increases Share 





Colorado Interstate $22.2 
Peoples G.1.&C. 15.4 
Panhandle Eastern 7.1 24.0 
El Paso Natural Gas 38.1 48.8 
Texas Gas Trans. 12.2 5.9 
Amer. Natural Gas 6.8 47 
United Gas Corp. 21.0 11.2 
Consol. Natural Gas 4.8 43 
Tenn. Gas Trans. 24.1 6.0 
Columbia Gas System 20.0 5.5 
Northern Natural Gas 6.5 § 
Texas Eastern Trans. 11.3 — 
Southern Natural Gas 18.2 _ 

*Including 
subsidiaries 


tAs of Nov. 30, 1957, before income tax 
adjustments 


$59.3 
30.3 


$34.11 
6.16 
3.56 


integrated firms with pipeline 


Adapted from Federal Power Comm. reports 











share basis, Colorado Interstate could 
be held to repay $34.1l—an amount 
just a few dollars under the trading 
price of its common stock. 

Service & Solvency. Would the Su- 
preme Court actually allow such 
harsh penalties to be exacted against 
gas pipelines? Most industry experts 
think not. Moreover, there is even 
the possibility that the drastic nature 
of the Memphis ruling may work to 
dissuade many die-hard opponents of 
gas rate increases per se. Says the 
FPC’s Kuykendall: “After all, a 
pipeline company must remain sol- 
vent if it is to render service. There 
seems to be good reason to hope that 
the present difficult situation will 
ultimately lead to creation of a better 
environment in which to dispose of 
regulatory problems.” 

Until the environment improved, 
gas men and government regulators 
were doing their best to bring order 
out of chaos. Since the Memphis 
edict required customer approval of 
higher gas rates, pipeliners were 
going all out to obtain these agree- 
ments. Colorado Interstate, for ex- 
ample, has negotiations underway with 
no fewer than 54 utilities and munici- 
palities. And although the FPC had 
begun policing refunding arrange- 
ments more harshly than ever, it was 
still granting rate increases where 
they seemed to be justified. For the 
time being Kuykendall was clearly 
determined to operate under the Nat- 
ural Gas Act. 

Nevertheless, there was so far no 
tangible indication that things would 
turn for the better. The Memphis 
decision still held sway. For the 
present it seemed clear that gas men 
and their stockholders were in for a 
long period of anxious waiting. 





CHEMICALS 


BLOODY BUT 
UNBOWED 


Though his domestic market 

is shrinking and profits dry- 

ing up, Rayonier’s Clyde 

Morgan is still optimistic. 

His reasons, moreover, are 
not unconvincing. 


On Wall Street, where optimism is 
part of most men’s stock-in-trade, 
searching for silver linings is a pro- 
fessional pastime. But few money men 
last month expected that Rayonier, 
Inc.’s* 68-year-old President Clyde 
Brook Morgan would be able to make 
much sunshine out of the dark clouds 
overhanging his 1957 sales and profits. 
On a 15% decline in sales, Rayonier’s 
net had plummeted 55% and directors 
had slashed the quarterly dividend 
rate from the long-standing 35c to 20c. 

Yet Morgan was blithely declaring 
that he was “highly optimistic” about 
the future. “All studies,” said he, 
“point conclusively to the fact that the 
future of cellulose trends powerfully 
upward.” Morgan was so optimistic, 
in fact, that he had just spent some 
$25 million to increase Rayonier’s 
capacity to produce cellulose pulp, its 
principal product and the basic ma- 
terial out of which rayon and acetate 
are made. The expansion added 100,- 
000 tons a year to Raycnier’s capacity, 
raising it to 915,000 tons—roughly a 
full half of U.S. capacity and one fifth 
of the free world’s. 

Rearguard Action. But, Wall Street 
wondered, was such optimism justi- 
fied? The fact is that rayon and ace- 


*Rayonier, Inc. Traded NYSE. Price range 


(1957-58): h 


igh, 34%; low, 14. Dividend 
(1957) : 


$1.40. Indicated 1958 payout: 80c. 
Earnings per share (1957) : $1.13. Total assets: 
$196 million. Ticker symbol: RNR. 


RAYONIER’S MORGAN: 
his cloud has an export lining 


tate textiles are retreating on several 
fronts before the advance of the new- 
er synthetic textiles, led by nylon. 
With the valuable lingerie market 
long lost, rayon was fighting hard to 
keep its place in weatherproof cloth- 
ing. In the vital tire cord market it 
was losing, inch by inch, to nylon. As 
recently as 1951, nylon accounted for 
only 1% of all tire cord used, but in 
1956 it accounted for 16%. Late last 
year when overproduction of rayon 
and acetate yarn had pushed inven- 
tories 15% above last year’s levels, 
manufacturers admitted they were 
selling the yarn as much as 5% below 
list prices. 

All this has had a dismal effect on 
Rayonier’s fortunes. Morgan himself 
admitted that Rayonier’s sales of 
chemical cellulose were down by 40,- 
000 tons for the year and prices were 
down even more sharply. It all added 
up to that sharp 55% drop in Ray- 
onier’s profits (from $14 million in 


LOGGING TRUCKS AT RAYONIER PULP PLANT: 
production efficiency may pay off in Europe 


1956 to $6.3 million last year) and the 
decline of 15% in sales (from $138 
million to $117.5 million). 

Foreign Aid. Whence, then, Mor- 
gan’s faith in the future? The truth 
is that Morgan was not thinking about 
the domestic market. “Rayonier’s 
plans,” said he, “have always been 
drawn and still continue to be drawn 
on the long-run growth in world de- 
mand for cellulose.” His reasoning: 
while rayon has lost many U.S. mar- 
kets to newer synthetics, in overseas 
markets it has hardly been threatened. 
“In Europe,” Morgan points out, “Ray- 
onier’s cellulose markets held firm last 
year.” 

One good reason why they were like- 
ly to continue firm, as Morgan knew, 
was the fact West European wood- 
lands are fast being depleted. Mor- 
gan, on the other hand, has nearly 1 
million acres of North American tim- 
ber under his control and the newest 
and most efficient plants in the cellu- 
lose industry. 

This, Wall Streeters admitted after 
a second glance, though it might not 
be a foolproof formula for success, at 
least made Morgan’s optimism much 
less mystifying. 


PHOTOGRAPHY 


ADOPTED CHILD 


Inventor Fairchild’s family 
of brainchildren has just 
taken in a promising orphan. 





“Why do things the hard way?” asks 
Sherman Mills Fairchild, chairman of 
Fairchild Camera and _ Instrument 
Corp.* The sensible alternative, he 
never tires of saying, “is to reduce 
time-and-effort consuming processes 
to simple and automatic motions.” 
To develop the practical application 
of this philosophy, Fairchild spared 
neither time nor effort and he suc- 
ceeded so well that he founded five 
corporations to exploit his inven- 
tions.} Fairchild, like most inventors, 
is happy in his work but there have 
been some sharp-eyed Wall Streeters 
who realize that sheer inventiveness 
is not always the best way to make a 
dollar. 
The fact 


is that some of Fair- 


*Fairchild Camera and Instrument Co 
Traded American Stock Exchange. Price 
range (1957-58): high, 273g; low, 16. a 
dend (1957): 50c. Indicated "i958 Potal assets 
Earnings per share (1956) : $1. —" 1 assets: 
$24.2 million. Ticker symbol: 


tFairchild Camera and Instrument Corp., 
Fairchild Aerial Surveys, Inc. (a subsidiary 
wholly owned), Fairchild Engine and Air- 
a Corp. 5 Fairchild Recording Equipment 
Orp., Sherman Fairchild & Associates. 
Mr. Fairchild is chairman of the first, a di- 
om of the next two and president ‘of the 
ast two. 
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child’s major inventions, particularly 
his aerial cameras, have found big 
markets only in the military field 
where profits are seldom high and 
risks are considerable. Some 70% of 
all that Fairchild Camera and Instru- 
ment makes is subject to renegotia- 
tion clauses and other fiscal hazards 
of doing business with the Pentagon. 
Thus tied to military markets, Fair- 
child’s operating profit margin has 
not risen above 14.2% since 1946, and 
in 1956 it fell to a bare 4%. 

Some Complain. “Some stockhold- 
ers,” admitted Fairchild, “complain 
about our large share of military 
business. They think every dollar in 
military sales should be matched by 
a dollar in commercial sales.” Fair- 
child thinks this view is a shortsighted 
one. “To build up sales as we have 
done,” argues he, “from $6.6 million in 
1946 to nearly $43 million jin 1956 is 
no small thing in any field.” 

But last month, hard-working 
Fairchild tacitly admitted that the 
company could do with more civilian 
business. From AT&T’s Western 
Electric and the Gannett Co., Fair- 
child bought the Teletypesetter Corp., 
making the first major acquisition in 
Fairchild Camera’s history. 

The Same Customers. Teletypeset- 
ter is a purely non-defense operation. 
It produces type automatically from 
tape punched on a standard typewrit- 
er keyboard. For Wall Streeters who 
wondered at this line of diversifica- 
tion, Fairchild had a ready answer. 
He said Teletypesetter’s potential cus- 
tomers were the same as those who 
buy Scan-a-Graver, the Fairchild- 
developed automatic electronic en- 
graving machine used on a rental 
basis by about 60% of non-metropoli- 
tan U.S. newspapers. Contributing 
more than 10% of Fairchild’s sales 
volume, Scan-a-Graver is currently 
its largest civilian item. 

It is true, Fairchild admits, that 
Teletypesetter’s past sales record has 
not been impressive. Something of 
an orphan at AT&T, its total sales 
came to only just over $15 million in 
the 30 years between 1926 and 1956. 
Even by 1960, the company does not 
expect its annual sales to pass $3 
million. 

Nevertheless, Fairchild thinks Tele- 
typesetter has great potential. He 
feels that the long-static printing in- 
dustry is about ripe for cost-re- 
ducing automation. “The trend in 
printing,” says automation-pioneer 
Fairchild, “is toward lowering costs 
by reducing time-and-effort consum- 
ing processes... .” 

Whether Teletypesetter would fare 
better commercially than other labor- 
saving inventions in the printing field 
was a question only the future could 
answer. One thing, though, was 
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clear: the mechanical orphan that 
Sherman Fairchild had adopted was 
a promising stripling, a welcome ad- 
dition to the company’s small brood 
of non-military products. 


WALL STREET 


DOW JONES, MEET 
ROCKY JONES 


A new guidance system for 
missile stock investors may 
tell how high is up. 





Watt Street, which already has a 
Dow Jones average for charting rep- 
resentative industrials, recently heard 
of a kind of Rocky Jones average for 
gauging missile stock activity. At 
lower Broadway’s E. F. Hutton & Co. 
in New York City, Market Letter 
Writer Joseph Granville unveiled his 
own guidance system for gauging the 
ups and downs of missile stocks. 

Aware that since Sputnik U.S. in- 
vestors have been clamoring to get 
aboard the missile stocks, Granville 
tussled with the problem of determin- 
ing just what constitutes a missile 
issue. What with prime contractors 
and “hardware” suppliers, a “pure” 
missile stock is hard to find. His solu- 
tion: the “Granville 22,” a roster of 
14 aircrafts, six chemicals and two 
electronics, all heavily committed to 
the roaring birds (see chart). 

The 22: American Potash, Bell 
Aircraft, Boeing Airplane, Chance 
Vought, Douglas Aircraft, Emerson 





TRACKING 
THE MISSILE 


Before Russia sent up its space satel- 
lites, defense contractors led the mar- 
ket downward. Since Sputnik II, how- 
ever, military spending has been on 
the rise, and stocks of the missile 
mokers are soaring far ahead of the 


market. 
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Electric, Fairchild Engine, General 
Dynamics, General Tire, Haveg In- 
dustries, Kawecki Chemical, Lock- 
heed Aircraft, Martin Co., McDonnell 
Aircraft, North American Aviation, 
Northrop Aircraft, Olin Mathieson, 
Sperry Rand, Thiokol Chemical, 
Thompson Products, United Aircraft 
U.S. Borax. 

Granville’s missile measure shows 
that in the six months from last July 
to January his “22” dropped only 8% 
in value, compared with an over-all 
slide of 14.6% for Dow Jones. But 
since October’s Sputnik, his missile 
stocks have blasted off sharply, rising 
15% vs. a 4% slide in Dow Jones 
stocks. “Although the current market 
rally may fail to carry the reading 
back to 100 [the July 12 base],” says 
Chartist Granville, “such a move is 
likely to occur soon, despite the funda- 
mental weakness in the 
market.” 


general 


METAL FABRICATORS 


WONDER BOY 


What Eversharp needed was 

a boss who can work mira- 

cles. After eight months 

spent searching for one, it 

landed a man who already 
has worked a few. 





“We need prodigies and miracles.” 


—Synesius, Egyptian Tales 


Last month small $19.4-million (as- 
sets) Eversharp, Inc.* got itself a new 
chief. For the past eight months the 
ailing company’s directors have been 
not only desperately seeking a new 
president but one who knew how to 
put the Injector Razor company into 
“push-pull-click-click” running or- 
der. In 34-year-old, handsome Pat- 
rick Joseph Frawley Jr., they thought 
they had such a man. 

Frawley certainly had the quali- 
fications. Though a young man, Fraw- 
ley has already demonstrated a deft- 
ness in business affairs that borders 
on genius. He began at the age of 
16 as a successful salesman for his 
father’s export-import firm in Nica- 
ragua (he was born there). At 18 he 
swung a $300,000 rubber deal for U.S. 
Rubber with Panama. When Fraw- 
ley was 23, already a fast-moving boss 
of his own successful export-import 
firm in San Francisco, he had his first 
contact with ballpoint pens when he 
took on a line of them to sell abroad. 
By 1949 (he was 25) his “ears flapped” 


Mg gee Inc. Traded NYSE. Price range 
i 


(1957-58) : gh, 18; 124%. Dividend 
(1957): $1.20. Indicated 1958 payout: $1.20. 
Earnings per share (1956) : $2.0 Total assets: 
$19.4 million. Ticker symbol: EVR. 


low, 
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when he heard of a new ink for ball- 
points. He was excited over the sales 
possibjlities for ballpoint pens even 
though older versions of those writing 
devices had become unsalable in the 
U.S. and had a dim reputation for 
being nonwriting, finger-smearing and 
pecket-smudging. 

Promoting Paper-Mate. He bought the 
rights to the new ink, borrowed 
$40,000, started a company named 
Paper-Mate and was off and run- 
ning. With a natural instinct for 
advertising he snowballed his pro- 
motions budget from $30,000 his first 
year to $5.2 million five years later. 
His sales grew at a much faster rate 
than his ad budget, swelled from a 
paltry $343,000 for its first year on the 
market to more than $26 million in 
1955. 

In 1955 Frawley abruptly pulled 
out. He sold his Paper-Mate Compa- 
ny to Gillette Company for $15.5- 
million cash and retired to sunny Los 
Angeles to count his capital gains— 
roughly $9.3 million. He did not spend 
all his time managing his money. He 
started up another company, Frawley 


Chemical and Engineering (“I hired : 


a few people to help me.”’) to look for 
a new product that he could make 
into another Paper-Mate. Although 
his company developed some 50 pos- 
sible products, he gave none what has 
come to be known as the “Paper- 
Mate” treatment. 


Razors for Pens. Eversharp can well 
use the Paper-Mate treatment. Prof- 
its last year dropped to an estimated 
$1.20 a share, lowest since 1948 and 
barely half of 1955’s $2.26. Its pen- 


and-pencil division, once one of the 


sharpest in the industry, slipped so 
badly that the directors sold it to 
Parker Pen, effective last month. The 
compar.y Frawley takes over has as 
its sale product the Schick Injector 
Razor and blades. Approximate vol- 
ume of razor products: $15 million a 
year. 


Those who know Frawley do not 
expect the volume to stay at $15 
million for long. Wise in the ways of 
promotion and publicity, he will, at 
Eversharp, be deep in the area of 
his greatest success. Razors and blade 
sales are as dependent on advertising 
as ballpoint pens: giant razor 
company Gillette lets few sports- 
minded Americans see a champion- 
ship TV boxing match or a World 
Series baseball game without being 
reminded that he needs a Gillette 
shave. And just as the Gillette Com- 
pany had no trouble putting its 
razor-selling talents successfully to 
work selling Paper-Mate pens, Fraw- 
ley expects to have no trouble in 
learning to peddle large quantities of 
blades and razors. 
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EVERSHARP’S FRAWLEY: 
he began young 


CHEMICALS 


HOLD THAT TIGER 


Thiokol Chemical is riding a 
fiscal rocket. 





“Wuo rides a tiger,” say the Chinese, 
“must have a firm seat.” Riding a 
tiger has, of course, certain advan- 
tages; the mount is fast and power- 
ful. The problem, as the Chinese 
delicately imply, lies in its unpre- 
dictability. The same is roughly true 
—as Thiokol Chemical’s* Joe Crosby 
can testify—when your mount has no 
stripes but a loud roar. 

Last month Joe Crosby took a 
firmer grip on his exhilarating but 


*Thiokol Chemical Corp. Traded American 
Stock Exchange. Price range (1957-58): high, 
42%; low, 3834. Dividend (1957): 5% stock. 
Indicated 1958 payout: 5% stock. Earnings 

r share (1956): $2. Total assets: $8.8 mil- 
ion. Ticker symbol: THI. 





i LIKE A ROCKET 
i Sales of Thiokol’s rocket-engine fuels 


are rising far more rapidly than its non- # 
20 military sales. 1 4 
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unpredictable rocket and enjoyed the 
thrill of its power and speed. For 
Thiokol Chemical, the nation’s No. 
Two maker of solid fuel for rockets, 
reperted sales and earnings approxi- 
mately 50% better in 1957 than the 
$21-million sales and $1-million earn- 
ings of 1956. Riding the rocket along 
with Crosby were Thiokol’s 2,500 
shareholders, who saw the price of 
their shares climb over 100% in just 
nine months. 


Wild Ride. Crosby climbed on his 
rocket when Thiokol went into rock- 
et-fuel in 1949. Since then rocket fvel 
has left far behind the company’s 
original, relatively modest lines of 
synthetic rubber, liquid polymers and 
butyl rubber. 

Crosby did succeed in boosting his 
commercial sales more than five-fold 
from $1.5 million in 1949 to $6 million 
in 1956. But in the same time his 
rocket business zoomed from annual 
sales of $130,000 to $15 million. 


Losing the Ground. Last year, de- 
spite all his efforts, Crosby lost some 
ground in his non-military lines. 
“Commercial business,” said he, “de- 
clined a little in 1957.” But Crosby 
still had his rocket and, since he 
could not dismount, clearly the thing 
to do was to hold on tighter. Just as 
the Army announced its intention to 
change the intermediate range Red- 
stone missile from liquid to solid fuel, 
Crosby announced that Callery Chem- 
ical Corp. will develop a boron-based 
solid fuel for Thiokol’s new rocket 
engine. 

Boron’s use in combination with 
hydrogen as a liquid high-energy fuel 
is well known. But so far it has re- 
sisted efforts to turn it into a prac- 
tical solid fuel. Nevertheless, the 
trend in rocketry is towards solid 
fuels which, says Crosby, have “defi- 
nite advantages . . . of simplicity of 
operation and less hazard in han- 
dling.” So Thiokol, with its emphasis 
on solid fuels, seemed to have a firm 
grip on its rocket. 


Tiger Race. But Crosby had an 
even more urgent reason for tighten- 
ing his grip on his rocket. He was, in 
fact, being challenged to a _ rocket 
race. As the New Year began, his 
chief competitor and No. One rocket 
fuel maker Aerojet-General Corp., 
subsidiary of General Tire, an- 
nounced a partnership with Stauffer 
Chemical to develop a boron fuel for 
missiles and rockets. So, at the same 
time, did Phillips Chemical and North 
American Aviation. 

Neither General Tire nor the oth- 
ers were committed to the rocket ride 
as fully as Thiokol’s Crosby, but for 
Crosby there were satisfying advan- 
tages. “We think,” said Crosby, as 
the Administration proposed a $39.8 
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billion defense budget, “that our 
earnings in 1958 will increase another 
50%.” 

The rocket, it was plain, was still 
zooming but the question Wall Street 
asked was: How long would it do so 
and where would it take Thiokol? 
Crosby, secure in his seat, had a ready 
if not a final answer. “For the next 
few years,” said he, “we see no place 
for us but up.” 


CORN REFINERS 


RECIPE FOR 
SUCCESS 


Newest member of the Half- 
Billion Sales Club: Bill Bra- 
dy’s Corn Products. 





Two years ago, when William T. 
Brady became president of the Corn 
Products Refining Co.,* company old- 
timers and Wall Streeters alike were 
startled by his plans. As the nation’s 
biggest wet miller of corn (40% of the 
market), Corn Products enjoyed both 
slowly growing sales and the remark- 
ably stable earning power usually 
associated with utilities. 

But Brady wanted a more dynamic 
growth for the company. To get it, 
he plunged venerable Corn Products 
into new food products, especially 
those he could market under brand 
consumer names. Wall Street could 
hardly be blamed for its surprise. 
“Sure, they’re dependent on corn,” 
argued one analyst, “but why break 
up a winning team?” 

The Reason Why. Last month Brady 
took time out to tell the Investment 
Analysts Society of Chicago what his 
changes had wrought. Corn Prod- 
ucts’ sales, he estimated, had in- 
creased by 21.4% during 1957—an 
almost unheard-of jump for a food 
processor—to a walloping $500 million, 
the highest ever recorded by anyone 
in corn milling. Equally impressive, 
analysts in both Chicago and Wall 
Street estimate Corn Products Re- 
fining’s earnings at $2.55 a share, 8% 
over 1956. 

Nor does Brady leave any doubt in 
his listeners’ minds these days that 
Corn Products might have sacrificed 
its traditional stability for sales. “We 
sell over 450 items to 60 different basic 
industries, such as paper, textiles 
and confectioners,” said he. “With a 
spread like that, we feel we’re pretty 
safe.” 


*Corn Products Refining Go. Traded NYSE. 
Price range (1957-58): hig 345g; low, 28. 
Dividend (1957): $1.50. Indicated 1958 7 
out: $1.60. Earnings per share (1956): £" q 
FS assets: $214.5 million. Ticker symbol: 
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“might have remained in the ground forever. 





A NEW TRICK FOR RECOVERING 
“STUBBORN” CRUDE OIL 


WATER-FLOODING operations in oil fields have helped 
recover millions of barrels of oil that otherwise 
Water- 
flooding is the process of injecting water into the 
ground near a well that has lost normal production. 
The force of the water pushes crude oil to the 
surface through another nearby well thus increasing 
production from the pool. 








Diagram of Sun- 
ray's miscible phase 
LPG oil recovery 
plan in Bisti Field, 
New Mexico. 








SUNRAY MID-CONTINENT has put into effect an im- 
proved type of secondary recovery project that is 
designed to produce crude oil that can't be re- 
covered by water-flooding. LPG (Liquefied Petro- 
leum Gas) is injected into the oil-bearing 
formation where it mixes with oil. The 0i1-LPG 
mixture is then pushed to the surface by an 
injection of natural gas. 





THE THEORY BEHIND THIS RECOVERY METHOD is very 
simple. Suppose you have oil on your hands and 
attempt to wash it off with soap and water. The 
water will flush off some of the oil, but not all 
of it. But if you use gasoline the gasoline will 
mix with the oil and the oil-gasoline combination 
can easily be removed from your hands. That's the 
way the LPG works - it washes out the oil! 





SUNRAY HOPES to increase oil recovery by an esti- 
mated 50 per cent in the operation of these leases 
as opposed to perhaps a 25 per cent recovery by 
primary operations. This is 0il conservation in 
the best interests of the producer, the landowner, 
royalty owners, taxpayers and the nation. 


O-X is the brand name of quality products manufactured 
by D-X Sunray Oil Company, a wholly-owned subsidiary 


PRODUCERS 
REFINERS 
MARKETERS 


SUNRAY MID-CONTINENT 


GENERAL OFFICES ~ SUNRAY BUILDING — TULSA, OKLAHOMA 














This announcement is neither an offer to sell nor a solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus, 


7,602,285 Shares 


Nominal (par) value 20 guilders a Share 


Royal Dutch Petroleum Company 


(N.V. Koninklijke Nederlandsche Petroleum Maatschappij) 
(A Netherlands Company) 


Rights to subscribe for these shares are being issued by the Company to its share- 
holders, which rights will expire at the close of business on February 10, 1958. 





Subscription Price $30 or 114 guilders a Share 


(at the option of the Subscriber) 





The several underwriters may offer shares at prices not less than the Sub- 
scription Price set forth above (less, in the case of sales to dealers, the con- 
cession allowed to dealers) and not more than either the last sale or current 
offering price on the New York Stock Exchange, whichever is greater, plus 
an amount equal to the applicable New York Stock Exchange commission. 





Copies of the Prospectus may be obtained from only such of the 
undersigned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


MORGAN STANLEY & CO. 


KUHN, LOEB & CO. THE FIRST BOSTON CORPORATION LAZARD FRERES & CO. 


BLYTH & CO., INC. EASTMAN DILLON, UNION SECURITIES & CO. 
GLORE, FORGAN & CO. GOLDMAN, SACHS & CO. BARSIMAN RIPLEY & CO. 
KIDDER, PEABODY & CO. LEHMAN BROTHERS SMITH, BARNEY & CO. 
STONE & WEBSTER SECURITIES CORPORATION WHITE, WELD & CO. 
DEAN WITTER & CO. DOMINICK & DOMINICK MODEL, ROLAND & STONE 


January 20, 1958. 
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The FORBES index 
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1. How much ere we producing? (FRB production index) 
2. How many people are working? (BLS non-agricultural employ- 


3. 

Io mcmama, ore we werking? (BLS average weekly hours 
4 Are people spending or saving? (FRB department store sales) 
5. How much money is circulating? (FRB bank debits, 141 key 


centers) 
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*Final figures for the five components ( 1947-49 
Jan. Feb. 
146.0 146.0 
119.0 118.9 
100.55 100.8 
117.4 116.4 
161.5 161.9 


Production 
Employment 


Sales 


100) 


March 
146.0 
118.9 
100.5 
118.9 
159.2 


June 

144.0 
120.8 
100.3 
119.4 
139.0 


April 
144.0 
120.6 

99.8 
114.6 
156.6 


July 
144.0 
120.6 

99.5 
123.9 
157.1 


May 
143.0 
120.5 

99.5 
117.4 
157.7 


Dec. 
(Prelim.) 


136.0 
118.4 

98.5 
123.1 
137.1 


Sept. Oct. Nov. 
144.0 141.0 139.0 
120.4 120.0 119.4 
100.3 99.0 98.5 
119.2 111.8 117.5 
144.7 150.7 148.2 





THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


The Ball Bounces 


Tuese have been, and will remain, 
markets within markets rather than 
a stock market which is obviously ex- 
citing to all. 

Case in point: those who a month 
ago let their sights be clouded by the 
probability that profit margins will be 
squeezed in 1958 have missed oppor- 
tunities, even though their basic as- 
sumption is correct. There is no 
question but that automatic wage 
increases, more unused plant capacity 
than at any time in postwar years, 
increasing competition and buyers 
markets spell a difficult period for 
industry as a whole. 

But the impact is likely to vary 
from company to company as well as 
from industry to industry. Some 
companies have improved their basic 
operating efficiency in the past few 
years and now can retire old, high- 
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cost facilities. Oth- 

ers will benefit 

from lower depre- 

ciation in 1958, 

freedom from the 

production _inter- 

ruptions which are 

part of every ex- 

pansion program as 

well as freedom from the expense 

of rehabilitation. In other words, there 

can be exceptions to a general pattern. 
Whirlpool Corp., around 19 and 

paying $1.40, is a perfect illustration 

of the point. Most security buyers 

probably will shy away from the ap- 

pliance business on the grounds that 

it is too competitive, markets are 

saturated, etc. But this reasoning 

overlooks the fact that the appliance 

business has gone through a _ re- 

adjustment period where the avail- 


able demand is being concentrated in 


stronger hands. Furthermore, there 
are certain sections of the business 
which have a distinct growth poten- 
tial, such as automatic laundry equip- 
ment, clothes dryers, freezers, dish- 
washers, etc. Above all, at some point 
in future years there will be a revolu- 
tion in the home appliance field, for 
new products on the drawing boards 
have outmoded the old. 

Whirlpool, in particular, has three 
distinct “pluses”: 1) 1958 results 
should be free of the special non- 
recurring costs that reduced 1957 earn- 
ings to about $1.85 per share vs. $2.20 
in 1956; 2) the company’s share of 
the appliance market has grown 
steadily and its product base has ex- 
panded; 3) it has a unique position in 
that sales to Sears, Roebuck account 
for about 60% of volume, with the 
company’s own line sold _ through 
RCA’s strong distribution setup. Sears, 
Roebuck and Radio Corporation of 
America own around 37% of the out- 
standing stock. 

In like vein, many security buyers 
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LOOK AT THE 
MOTION PICTURE STOCKS NOW 


; ene is popularly believed to be the Devil Nemesis of the Motion Picture Indus- 
try. The Value Line Survey believes just the opposite. The damage done the movies by 
TV competition reached its peak two years ago. It was the Asiatic Flu, not TV, that 
killed off attendance last Fall. In fact, TV is becoming one of the honest-to-goodness 
Angels of Hollywood. 


Investors are advised in the current 65-page edition of The Value Line Investment 
Survey which reports on the movie and television stocks (as well as the liquor, brewing, 
tobacco, soft drink and publishing stocks), not to sell the American Entertainment in- 
dustry short. Movie stocks never did participate in the great Growth-and-Inflation Delu- 
sion of 1955-57. They have been for several years, and are now, reasonably priced. In 
fact, three movie stocks are ranked I (Highest) for Probable Market Performance in the 
Next 12 Months and I (Highest) for Appreciation Potentiality to 1961-63. Only a hand- 
ful of all the 850 stocks under constant review by The Value Line Investment Survey 
boast such double top rating. 

Incidentally, “motion picture” is no longer quite the right name for the industry, 
which now also sells consumer and pharmaceutical goods, manages real estate, and 
makes money in a variety of fields of enterprise. Investors who can hold medium grade 
risks are advised to look hard at America’s great entertainment industry in this year 
when capital goods spending is going down but disposable income is holding even or 
advancing. 

A SPECIAL $5 INTRODUCTORY OFFER* 

Investors are invited to receive at no extra charge under this special offer, this week's 
65-page edition of the Value Line Ratings & Reports on the Tobacco, Movie and Tele- 
vision, Soft Drink, Liquor and Publishing industries. They will note especially that of 
the 90 industry groups on the New York Stock Exchange only 13 gained in market price 
in 1957. Of these the Tobacco group rose about 12% and ranked 4th. This week’s issue 
shows the 1958 outlook of this long neglected but prosperous and secure industry, and 
gives a full-page Rating & Report on each of 46 leading stocks including: 

American Tobacco 

L er” 
Lorillard (P. 

Reynolds Tobacco “B”’ 
U.S. Tebacce 


Canada Dry 
Coca-Cola 


Dr. Pepper 
Nehi Corp. 
Pepsi-Cola 


American Distilling 
Anheuser-Busch 
Distiller Corp.-Seagrams 
National Distiller 
Schenley Industries 


Loew's, Inc. 
National Theatres 
Paramount Pictures 


ee Warner 
Twentieth Century-Fox 


Under this offer, you will also receive the next 4 weekly editions of the Value Line 
Survey covering over 250 major stocks, a new Special Situation Recommendation, a 
Supervised Account Report, 2 Fortnightly Commentaries and 4 Weekly Summaries with 
latest advices on all 850 supervised stocks. 
(Annual Subscription $120) 

To take advantage of this special offer, fill out and mail coupon below. 


*New subscribers only. 
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/ 
Name 


Address 


... Zone 
Send $5 to Dept. FB-98 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
Value Line Survey Building, 

5 East 44th St., N. Y. 17, N. Y. 


LAW of WILLS *1 


EASY TO READ. Shows how and wer you should 
make a will; protect your Capital, and Estate. 96 p. 
book by Attny. Parnell Callahan. $1. No C.O.D. 
Law of Investors, Landiord & Tenant, 
Social Security, Business Law. $1 each. 
Free Cata' of 46 Law Books. 
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BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors early 
publication, higher royalty, national distribution, 
and beautifully designed ks. All subjects wel- 
comed. Write, or send your MS directly. 
GREENWICH BOOK PUBLISHERS. INC. 
Atten. MR.MELLON, 489 FIFTH AVE. 
NEW YORK 17, N. Y. 
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probably would label defense con- 
tractors as being too speculative be- 
cause of the “one customer” nature of 
their business. However, in the case 
of Raytheon Manufacturing, around 
22, this could be a distinct “plus” in- 
asmuch as missiles and electronics are 
the two fastest-growing segments of 
our economy. Futhermore, the com- 
pany’s work in advanced early-warn- 
ing radar systems, the fact that it is 
the world’s largest manufacturer of 
the high-power tubes which are the 
heart of missiles and anti-missiles, 
puts it in a position where it can 
capitalize on the next “big story” in 
our defense program. 

Meanwhile, there are several in- 
triguing speculative aspects to the 
Raytheon picture. One is the fact that 
the full impact of the missile build-up 
(Raytheon produces the Hawk and 
the Sparrow) won’t be felt at least 
for another year. Another is the fact 
that the company’s year-end backlog 
points to an even higher level of ship- 
ments in 1958 than estimated 1957 
sales of some $250 million. Lastly, 
the management has been strength- 
ened, operating efficiency improved 
and a stock dividend is believed likely. 
The 1958 earnings potential is in the 
area of $2.50 per share vs. 1957 profits 
of $1.70 per share (excluding 70c 
capital gains). 

As an added thought, today Wash- 
ington—not Wall Street—is calling 
the tune for American Industry. True, 
the budget message forecast only a 
$1.1-billion increase in total govern- 
ment spending between the 1958 and 
1959 fiscal years. But there is much 
more to the budget than is apparent 
from the headlines. For one thing, 
the so-called “cash budget” which 
allows for the operation of: govern- 
ment trust funds forecasts just about 
a break-even in fiscal 1958 as com- 
pared with a $2-billion surplus in 
fiscal 1956. The Administration is 
forecasting a $600-million cash surplus 
in 1959, but this assumes a $2-billion 
increase in tax receipts which seems 
highly optimistic. Thus, the cash 
budget indicates that the Government 
will be contributing to the flow of 
money within the economy rather 
than taking away from it. Secondly, 
there is a vast difference between the 
terms “appropriation” and “expendi- 
ture,” for spending in a particular year 
reflects the legislation of prior years. 
Furthermore, there is always a carry- 
over of funds provided for in a given 
year’s appropriation bills. Thus, it is 
significant to note that Congress is be- 
ing asked to appropriate some $10 bil- 
lion more than it actually voted for at 
the last session. This will set the stage 
for high national security spending. 

As was pointed out in previous 

(CONTINUED ON PAGE 48) 
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SUCH OPPORTUNITIES COME 
ONLY ONCE IN A LIFE-TIME 


My fortune-building formula is to en- 
able investors with small funds rapidly to 
acquire financial independence. I have 
done research to that end for nearly fifty 
years. More than five thousand investors 
can testify to the fortune-building success 
of my discoveri¢és. The formula is very 
simple. We find you the basic potentials of 
growth in low price stocks. Holding these 
basic growth values has quickly doubled 
the funds of clients time and again. Our 
current recommendations are selling at 
about ten percent of their potential values. 

Thirty years of conspicuous success for 
clients has built us pre-eminent recogni- 
tion for our fortune-building growth dis- 
coveries. That is why over five thousand 
investors are reading our weekly “Stock 
Market Appraisements” we formerly syn- 
dicated nationally on financial pages un- 
der the heading, “ROYSTONE SAYS.” 

Our newspaper followers found that 
discovering fundamental growth values is 
the basic factor in fortune-building. No 
wonder Wall Street is so anxious to keep 
in contact with our recommendations. 

This demand from everywhere for our 
reliable guidance in selecting special 
growth values forced us to publish our 
comments in inexpensive weekly analytical 
guidance bulletins. 

To buy low-price long-term growth situ- 
ations before the public recognizes their 


“27 Safety Rules 


W. H. ROYSTONE 
INVESTMENT ANALYST 


Who, from devoting many years building fortunes 

for investors, wrote ‘‘America Tomorrow,"’ 

“the most far-seeing economic 

future,’ sent free to his personal clients with his 
" for Investors and Traders 


Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing, not 
through diversification. A few poor selec- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a special situation at four that 
went to twenty-four. Not many months 
ago we advised our subscribers to buy 
another discovery below four dollars that 
quickly went near twenty and now looks 
much higher. We expect many of the 
discoveries we are recommending to dou- 
ble current cheap prices many times. 

The only sure fortune-building is done 
through such fund enhancement research. 
That alone will offset the rising cost of 
living. Fortune-building requirements call 
for at least a fifty percent fund gain each 
year. Instead, the great majority of in 
vestors see their cash values shrink. 

Here is a sample of fortune-building 
success through foresight and patience 
When Pacific Petroleums was selling neas 
three dollars we said, “a few hundred 
shares bought now will pay for the future 
education of children, soon pay off the 
mortgage or provide security for old age.” 
It went up immediately and then acted 
“poorly” over a period of months. Before 
the real move up started hundreds of our 
clients impatiently sold out. Today, Pacific 
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potential values largely eliminates the 

hazards of speculation. Now, thanks to the discovery made while 
evaluating fundamental psychological factors found in the Roy- 
stone Heavy Industry formula, we follow the rules that make for 
growth. Currently we anticipate a long bull market in natural 
commodity growth stocks. We are exploring the field to uncover 
the issues that show the greatest fortune-building potentials. 

Ignoring the rules for fortune-building, the average investor 
never has a profit chance. Unfortunately, investors and traders 
are equally victims of popular sentiment. They buy when they 
should sell and sell when they should buy. To protect clients 
against these errors, we developed our 27 Safety Rules for 
Investors and Traders. 

We build on growth, not petty profits. One may not go broke 
taking quick: profits but certainly one never gets rich. We select 
growth values in their infancy that are independent of adverse 
conditions. This makes all the difference between failure and 
fortune-building. 

Naturally, knowing the long trend turning points is essential 
to the investor. Knowing a “bull market” from a “bear market” 
is one guarantee of security. At the end of the Korean War this 
was almost the only service to see a long rising market ahead. 
Waiting and watching for such profit opportunities has built 
most of the large fortunes made in Wall Street. 

There are thousands of smaller investors, intelligently accumu- 
lating fortunes, who welcome technical data and a diagnosis of 
our growth situations we recommend for substantial income and 
rapid growth. 


CAPITAL GAINS—NOT DIVIDENDS—BUILD FORTUNES 


One of the most prevalent fallacies that distorts the judgment 
of the average investor is the idea he can buy the strong spots in 
an advancing market and be sure of a profit. He has slight 


knowledge of stock market psychology and the dangers of 
following ‘the activity in stocks. He knows next to nothing of the 
research needed in selecting growth values. He does not know 
how few are impulsed by the special advantages we look for in 
our discoveries. 


Petroleums has advanced about one thou- 
sand percent on the American Stock Ex- 
change and promises much greater growth. Now, we are approv- 
ing other stocks selling from one to seven dollars that also promise 
great fortune building growth. 


Read what the Press Service that 
syndicated his “Comments” said: 


“What ‘Roystone says . is respected by the best in Wall 
Street from the small speculator to the largest investment trusts.” 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years while writing for 
this service he has foreseen all the important market changes.” 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 

We earnestly believe there is a tremendous need for honest in- 
vestment and business guidance. Such assistance can be derived 
only from factually appraising future investment opportunities 
in the light of political and social trends. Without such guidance 
there is small hope for the individual in his quest for financial 
independence. Remember, there are rules for fortune-building. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now, to help you in your personal problems, we have created 
our special protective and instructive Contact Service to re 
place our newspaper comments. The fee (for 52 weeks) for the 
present, is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period 

Thousands of our clients realize that when and what to buy 
is the secret of safety and success in fortune-building. When 
you send check be sure to ask for “America Tomorrow” and 
those famous 27 Safety Rules for Investors and Traders. Annual 
subscribers may send a list of their stocks for the personal com- 
ments of W. H. ROYSTONE, Forest Hills 8, Long Island, N. Y. 


(Instituted 1931.) Midtown consultation appointment, $25. 


‘ 
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If You Failed 
to SELL 


The sensitive Drew Odd Lot In- 

dexes recently indicated a change 

in the stock market's intermediate 
trend. 


Nine times in the past nineteen 
months the Odd Lot Indexes have indi- 
cated a change in the market’s trend. 
Seven times the conclusions provided by 
the Indexes have proved significant. 

There is nothing stubborn about the 
Indexes; they do not cling to an errone- 
ous position which quickly appears to 
be invalid. The sensitive Studies are 
quick to reveal internal factors which 
mean a reversal in trend—either way. 

We must confess that, much as these 
identifications seem rewarding for the 
“blood, sweat, toil and tears” poured in- 
to them, it would be presumptuous to 
expect them to be infallible. But we 
have no choice than to proceed on the 
record which apparently remains intact 
—that the Indexes have yet to provide 
a major indication that could have safe- 
ly been ignored, 

The record since the Studies were first 
made public in 1948 seems clearly to es- 
tablish that we will have better stock 
market results heeding what the Studies 
show us than ignoring their warnings— 
whether on a selling climax indicating 
the cleaning-up of liquidation or when 
the top-heavy structure is about to col- 
lapse. 

It is always the intention of Drew In- 
vestment Associates to faithfully report 
the danger signals—which normally pre- 
cede an important change in trend—and 
say, in so many words, when prudence 
dictates the selling side, or too much 
pessimism creates an over-sold condition 
and buying opportunities. 

The Drew Reports should be espe- 
cially valuable in this phase of the stock 
market. It is a function of the Indexes 
to provide useful warnings to identify 
the top area prior to important decline. 

Frankly, what the Studies are now say- 
ing—after the 100 point decline in the 
market—we regard as quite significant 
—telling a story which we doubt should 
be ignored. 

You may receive the Reports for 30- 
60 days at one-half their regular cost to 
determine their usefulness. If at the end 
of the trial you feel they have not con- 
tributed, we will refund payment. 

The 3 latest Drew Reports will be in- 
cluded without charge. They pull no 
punches about the immediate situation, 
near term and long range prospects. 


Send your 3 latest reports air mail, 
and Drew Studies for period indicated. 


0) 4 weeks - $5 CO 9? weeks - $8 


F-8 
INVESTMENT 
ASSOCIATES 


INCORPORATED 


53 STATE ST. - BOSTON, MASS. 
& a 





INVESTMENT POINTERS 


by JOSEPH D,. GOODMAN 


Highlighting the Coppers 


In the later stages of a declining 
market, the Dow-Jones industrial av- 
erages very often reach their low point 
after a majority of other stocks have 
made bottoms and are establishing 
bases for the next advance. If prece- 
dent should be followed, therefore, 
a purchaser of a stock which seems 
to be selling around the bottom, 
should not be misled into selling it in 
case the averages should make new 
lows from now on. 

The copper stocks have declined a 
great deal in the last two years and, in 
my opinion, are around the bottom. 
Moderate purchases are advised at 
present prices, with additional pur- 
chases warranted on a scale-down in 
case of further declines. I am con- 
fident that in the long run these stocks 
will do well. It was recently an- 
nounced that Chile had ordered a 10% 
reduction in the nation’s copper out- 
put. This move has long been hoped 
for by the copper industry, and wil! 
reduce Chilean production of the two, 
big U.S.-owned copper companies, 
Anaconda and Kennecott, by about 
4,000 tons monthly. Copper mining 
has already been cut back by major 
U.S. and African producers. Chile’s 
action was counted on to play an im- 
portant part in alleviating world over- 
supplies of the metal; oversupplies 
have kept copper prices under pres- 
sure during the past year. 

Anaconda, together with its sub- 
sidiaries (Am. Brass, Anaconda Wire 
& Cable Co., etc.), is one of the world’s 
largest producers of copper and zinc 
and of fabricated copper, brass and 
copper-base alloy products. For many 
years it has been engaged in mining 
and smelting of copper, zinc, lead and 
manganese ores, the refining of metal 
products (including silver, gold, cad- 
mium and certain other rare metals) 
obtained therefrom and from pur- 
chased ores and ores treated on 
toll, and the manufacture and dis- 
tribution of semi-finished and fin- 
ished copper, brass and other alloy 
products, including sheet and strip, 
tubes, rods and wire and cable. Since 
1952, it has been engaged in the min- 
ing and treatment of uranium ores 
and is believed to be the largest do- 
mestic producer of uranium ores and 
concentrates. The company is also 
interested in aluminum. Since 1956 
the stock has declined from 87 to 39. 
The present annual dividend rate is 
$3 per share established December 
23, 1957. The company’s capitaliza- 
tion consists of $112-million funded 


debt and 10,400,- 
000 shares of stock. 
Recent price, 41%. 

Cerro de Pasco 
is the leading pro- 
ducer of copper, 
lead, and zinc in 
Peru, and has ex- 
panded and diversified its operations 
in recent years through the acquisi- 
tion of metal fabricating companies. 
It has a 16% interest in Southern Peru 
Copper Corp. Capitalization consists 
of $35-million funded debt and 2,050,- 
000 shares of stock, of which nearly 
12% is owned by American Smelting 
& Refining. The current annual divi- 
dend rate is $1.60 a share. Since 1956 
the stock has declined from 77 to 24, 
and I believe readers interested in 
capital gains will do well with this 
stock in the next few years. Recent 
price, 275%. 

Kennecott is the world’s largest 
mine producer of copper. Its long- 
term diversification includes a pos- 
sible titanium development, gold, 
uranium and columbium interests as 
well as other investments, including 
1,925,000 common shares of Kaiser 
Aluminum & Chemical. Chase Brass 
and Kennecott Wire are wholly- 
owned fabricating subsidiaries. The 
company’s capitalization consists sole- 
ly of 10,800,000 shares of stock. 
Finances are very strpng: at the end 
of 1956, cash items amounted to $275 
million, with net working capital $328 
million. The current annual dividend 
of $6 might be reduced. Nevertheless, 
after its decline from 147 to 77, I 
believe the stock has reached a buying 
zone. Recent price, 79%. 

Phelps Dodge is the second largest 
domestic copper producer and also 
receives substantial quantities of sil- 
ver and gold in its mining operations 
in Arizona. The company is also a 
leading manufacturer of wire and 
cable. Copper and copper-alloy pipe 
and tubes are also fabricated. Among 
the security holdings of the company 
are 200,000 shares of Amerada, 712,000 
shares of American Metal, and 195,000 
shares of New Jersey Zinc. Capitali- 
zation consists of 10,142,000 shares of 
stock. At the close of 1956, cash items 
amounted to $192 million. The current 
annual dividend rate of $3, might pos- 
sibly be reduced, but I think such 
action has been substantially dis- 
counted by the decline in the price of 
the stock from 76 to 37. Recent price, 
39%. 

American Smelting & Refining is 
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one of the world’s largest smelters and | 
refiners of non-ferrous metals and | 


scrap; it mines substantial amounts of 
non-ferrous metals and silver and gold 
either directly or through subsidiaries. 
This is a very strong company. At 
the close of 1956, 
amounted to $226 million compared 
with current liabilities of $91 million. 


current assets | 


In addition, the company owns sub- | 
stantial investments in the following | 


companies: 


238,523 shares Cerro de Pasco common | 
938,148 shares Revere Copper & Brass | 


common 
954,218 shares General Cable common 


28,740 shares General Cable first pre- | 


ferred 
130,618 shares Kennecott Copper 
379,211 shares United Park City Mines 


In the last two years, the stock has | 


declined from 63 to 35. I think the 
stock is attractive, even if the current 


$3 annual dividend should be reduced. | 


Recent price, 38. 

Newmont Mining operates chiefly as 
an investing company but also en- 
gages in the exploration, development 


and financing of mining and oil prop- | 


erties. The company holds varying 


interests in 19 corporations listed on | 


domestic and foreign stock exchanges 
and owns miscellaneous stocks of and 
loans to 26 other corporations and 
undertakings. Among the listed stocks 
owned as of December 31, 1956 are 
the following: 


10,474 shares American Metal Co., Ltd. 
150,000 shares Cassiar Asbestos Corp. 
510,320 shares Continental Oil Co. 
48,456 shares Creole Petroleum Corp. 
38,362 shares El Paso Natural Gas Co. 
259,374 shares Magma Copper Co. 
575,103 shares O’Okiep Copper Co., Ltd. 
331,378 shares Phelps Dodge Corp. 
51,429 shares St. Joseph Lead Co. 
4,339,596 shares Sherritt-Gordon Mines 


Capitalization consists of 2,791,000 
shares, which had a per share book 








Like Snowflakes... 


That’s the way it is with the different investment 
problems of different people. 


AS 


Often they look alike. But when you examine them 
closely, you realize that there’s just no such thing in our 
business as two of a kind. 


Each individual investor faces a different situation, 
and we do the best we can to see that any suggestions we 
make take full account of his individual circumstances. 


That goes for any portfolio we review, any investment 
program we prepare. 
If you have investment problems of any kind, we hope 


you'll ask us for help. 


Like snowflakes, too, you may find that they melt 
away. 


Merrill Lynch, Pierce, Fenner & Beane 


Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 











value at the close of 1956 of $120. In 
the last year, the stock has declined | 
from 130 to 66, where I think it is an | 


attractive long-term purchase. 


The | 


current annual dividend rate is $2 a | 


share. Recent price, 69. 


International Nickel produces over | 


60% of the free world’s total output 
of nickel, ranks first in production of 
platinum and related metals and is 
about the fifth largest copper pro- 
ducer. Also produced are silver, gold, 
selenium, tellurium, cobalt, sulphur, 
and, more recently, iron ore. Capitali- 
zation consists solely of 14,584,000 


shares of stock. At the close of 1956, | 
current assets amounted to $327 mil- | 


lion compared with current liabilities 
of $81 million; cash items totaled $166 
million. Dividend paid last 
amounted to $3.75. The stock has de- 
clined in the past year from 115 to 66. 
Recent price, 7244. 
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DON’T MAKE ANOTHER TRADE 
UNTIL YOU HAVE READ 


ee *,* 
How to Trade Commodities for Profit” 
The “EXPERT” knows and the novice will soon learn the need for guidance and know-how 
in commodities. 
enon oe important subjects covered in our book ‘“‘HOW TO TRADE COMMODITIES FOR 
are: 
@ An explanation of what causes Commodity 


Price "Trends: @ How you will know when Buyers cre in 


command and the Trend is Up; 
@ How the market may be measured to de- @ How you will know when Sellers cre 
termine the trend of prices; stronger and the Trend is Down; 

You will enjoy the background material about the Commodity Market . . . what makes it tick. 
and its part in our economy. 
A twenty-two year study of Buying and Selling in the Dow Jones Commodity Futures Index 
complete with charts and commentary. 

Space does not permit complete elaboration of the wealth of information contained in this book 
= mn _ be interested to know it explains how you may adapt commodity trading to your 
nvestmen 


Send $1.00 your 
Special Weekly Com 
past 4 yeors. 


rogram 
today and we will also send you free of charge 3 weeks trial of our 
ity Service, and our profit record for wheat and soybeans for the 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, California 











A Buy For Capital Gains 
Under $10 Per Share 
UNDERPRICED MISSILE “SLEEPER” 


*% Two leading listed companies each own 29.6% of common stock. 

*% Blue Chip Management team includes the president of each. 

% Lehman Bros. underwrote initial financing. 

% Missile program acceleration should mean substantial 1958 gains. 
Send Coupon for FREE Report 


AMOS TREAT & CO., INC. 
79 Wall Street, New York 5, N. Y. BOwling Green 9-2520 


Name 


Address 


(Please print full name clearly) 

















A POSTMAN'S 
REMARK ADDED 
$2,000 TO MY 
INCOME 


By a Wall Street Journal 
Subscriber 


I was chatting with the postman who de- 
livers my mail. He remarked that two 
families on his route who get The Wall 

Street Journal had recently moved into 

bigger houses. 

This started me thinking. I had heard 
that The Wall Street Journal helps people 
get ahead. “Is it really true?” I asked 
myself. “Can a newspaper help a man 
earn more money ?” 

Well, to make a long story short, I 
tried it and IT DID. Within a year I 
added $2,000 to my income. 

This story is typical. The Journal is a 
wonderful aid to men making $7,000 to 
$20,000 a year. It is valuable to the 
owner of a small business. It can be of 
priceless benefit to young men. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
A:idress: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM2-1 

G Opportunities in WARRANTS ¥ 
Y if you are interested in making each $1 do 
the work of $100 or a! ~* e 
market—then you interes 
in common stock. WARRANTS. 

@ What are warrants? 

@ How is it that each dollar wisely in- 

vested in warrants during a bull mar- 

ket may bring capital appreciation as 
much as 1 or more over the same 
dollar invested in common stocks? 

@ How do some warrants make sensa- 
tional gains; $100 investments in some 
cases appreciating to as much as 
$50,000 in a few years? 

How do you avoid the equally great 

losses which may slew on unintelligent 

ation in warrants? 

at warrants are outstanding in to- 
day’s market and how should they 
be bought and sold? 
the answer to all these questions, you 
ould not miss the most a Y-praised and 
mly full-length study of its kind—'‘'TH 
ULATI _ ITs Yor COMMON STOCK 

ARRANTS" Sidney Fried. For your 
y of this boo detailing the full story of 

baste, and a current list of 125 warrants 
should know about, ‘send $2.00 to 

. M. Associotes, Dept. 

Avenue, 

N. ¥. or send for 

ee descriptive folder. 
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Bow COLUMBIAN 
CARBON COMPANY 


One-Hundred and Forty-Fifth 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 

cents per share on the Capital Stock ot 
the Company will be paid March 10, 
1958 to stockholders of record at the 
close of business February 14, 1958. 


RODNEY A. COVER 
Vice-President — Finance 








MARKET COMMENT 


by L. O. HOOPER 


What About These Anti-recession Measures? 


Last summer, the authorities thought 
the boom was getting out of hand. 
The brakes were applied. The boom 
decelerated, at first slowly—and then 
too fast. Now the authorities are 
worried because there no longer is a 
boom, and because recessionary phe- 
nomena are apparent throughout the 
economy. So stimulative rather than 
straining measures are being taken. 
In my column in the September Ist 
issue I commented: “We are experi- 
encing a wave of voluntary deflation. 
Voluntary deflation is different from 
involuntary deflation. Voluntary de- 
flation occurs when you purposely 
let a little air out of the balloon at 
the bottom where you blow it in. 
Involuntary deflation comes when 
the balloon just busts because it 
won't hold any more, or when some- 
one accidentally touches the balloon 
with a lighted cigarette. Theoreti- 
cally, if the credit controls are deft 
rather than clumsy, you can stop or 
control a voluntary deflation; but 
there’s no way to stop an involuntary 
one until it has run its course... . 
“In a democracy where people 
vote and make their will enforced... 
a voluntary recession will be re- 
versed soon after it begins to hurt. 
It has not hurt much yet, but it 
will—much sooner than some ex- 
pect. As soon as it begins to hurt, 
credit will be eased, interest rates 
will be a bit lower, bond prices will 
firm, and you will hear Weshington 
talking about the Employment Act 
of 1946.” 


MARKET AVERAGES - 


Now the ques- 
tion comes on 
whether this is 
a voluntary or an 
involuntary defla- 
tion, or recession. 

If it is a volun- 

tary recession, the 

measures which have been taken, 
and which will be taken in coming 
months, will reverse it. If it is an 
involuntary recession, these measures 
will be futile; and they will compli- 
cate rather than resolve an unfavor- 
able situation. 

There is a very evident determina- 
tion to “do something” about the re- 
cession in the executive branch of 
the Government; and the Congress 
seems to want to do everything of 
that nature in a “bigger and better” 
way than the Administration. 

Psychologically, the response of 
both business and the stock market 
thus far has been weak. That’s be- 
cause talk of doing all these things 
(and actually doing some of them) is 
regarded as tangible evidence of great 
Washington concern, even of down- 
right worry. So far there is not 
enough “confidence” generated, or 
enough “fear of inflation” let loose 
to turn the tide. There is a feeling in 
more objective quarters that the 
economy has not yet receded enough 
to make these rescue operations as 
successful as they might be were 
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they better timed. 

The cut in margin requirements 
from 70% to 50% is a good example. 
In recent years experience has shown 

-that a rise in margin requirements 
almost always has been followed by 
a rise in stock prices; and that a cut 
in margin requirements almost al- 
ways has been followed by a further 
-decline in equity values. The invest- 
ment community has an elephant’s 
memory. It recognizes that margins 
are increased when the authorities 
think stocks are going up too fast and 
decreased when they think the stock 
market really crys for “a shot in the 

In trying to guess what the stock 
market will do over the near-term, 
or the intermediate term, we are up 
against the difficulty of judging what 
investors will think and how they 
will feel. Psychology here is more 
important than so-called fundamen- 
tals—and to evaluate future mass 
psychology is an elusive task. 

As this is written, there would ap- 
pear to be a “supply area” of some 
importance around 450-460 in the DJ 
industrials and a “demand area” at 
around 415-425. Both these areas 
would seem quite formidable. There 
would seem to be quite a demand 
area in the deflated DJ rails at around 
95-100. 


The income type stocks (those of 
better quality) naturally have been 
helped by lower interest rates, as well 
as by the more insistent quest for 
stability as opposed to risk. The 
heavy industry stocks reflect at best 
an indifferent 1958 earnings outlook. 
Enough marginal dividends are being 
cut or passed to make high risk and 
high yield unpopular. With the 
missile stocks up ail the way from 
30% to 80% from their October or 
September lows, some of the steam 
has been lost in this group. Oils 
make a poor earnings comparison 
with a year ago when the domestic 
industry benefited from closing of 
the Suez Canal. 

I don’t see how any conscientious 
commentator can fail to feel confused 
in a situation like this. It is not safe 
to be too bearish—especially when 
stocks are weak—when there are so 
many unorthodox things in the pic- 
ture with elements of what may be 
called pleasant nostrums of doubtful 
long standing prudence. It is not safe 
to be too bullish because there is a 
possibility that this recession is in- 
voluntary rather than voluntary. I 
wonder, too, whether the 1960s will 
be as prosperous and wonderful a 
period for all of us if this recession is 
nipped in the bud as those years 
would be if it were allowed to run its 


(CONTINUED ON PAGE 49) 
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for INVESTMENT SUCCESS in '58 


RE you alert to the chan 


es that are thrusting selected 


stocks into market leadership while other issues are 
declining? What action should you take now to increase 
your 1958 profits? 


BUY-HOLD-SELL ADVICE 


ON OVER 300 STOCKS 


UNITED’s new Report specifically recommends which 
stocks to sell, what to buy, from among these and other 


active issues: 


St Oil of NJ 

Monty Ward 
Fairbanks Morse Bank of Am 
Cater Tractor Gen Port Cem 
St Oil of Cal Beneficial Fin 
Am Cyanamid _El Paso Nat G 
Intl Harvester Case (JI) 

U S Steel 

Lockheed 

Nat Distillers 

Firestone 

Eastern Airl 


FREE WITH TRIAL OFFER: Send only $1 for the next four weekly 


issues of UNITED Investment Re 
charge, this timely Report on “102 


rts, and receive, without extra 
ocks to Sell — 37 Issues to Buy.” 


(This offer open to new readers only.) 


———FILL OUT COUPON AND MAIL TODAY WITH ONLY $1——— 
SENT TO YOU BY AIRMAIL $1.25 [] 


210 NEWBURY ST. 


BOSTON 16, MASS. 


Serving more business men and investors than any other advisory service. 








42 GUIDED MISSILE STOCKS 


THAT OFFER ABOVE AVERAGE PROFIT POSSIBILITIES 





Whether you are bearish or bullish these days, 
wee owe it to yourself to learn all about ONE 

Id of —— that is going to be in high gear 
throughout 1958. That's the field of GUIDED 
MISSILES! Uncle Sam has already announced 
an increase of over 2 BILLION DOLLARS spe- 
cially set aside for this vital defense industry. 
For those who sr pis ree and early, 1958 could 
be a tr year. Dow Theory 
Forecasts has just prepared @ new report cover- 
ing 42 companies now active in this expanding 
field. 16 of the 42 are on our recommended list. 
Included in this report is an appraisal of the 
direction the program will now take as well as a 














chart listing the known 


missiles and which com- 
panies are involved in 
each. It’s yours FREE 
OF EXTRA COST 
30 Low-Priced Stocks ' 7 E. 
Priced from $2 to $24 s Sv 6. com &., 
—yields to 10% ' Enclosed is $1. Send re 
° port 
Stock Service Siac, 8 of 42 Guided Missile Stocks 
Consensus of what 1 § and enter my subscription 
other leading services g for 8 4 weeks trial to Dow 
are recommending Theory Forecasts. Also in- 
Business Outlook § clude the list of 30 Low- 
1958. The most im- Priced Stocks, Stock Service 
portant outlook yet § Digest and Business Outlook 
published by this g for 1958. My $1 will be re- 
rvice. turned if I am not satisfied 








with a 4 weeks trial subscription to Dow Theory 
Forecasts. Also included FREE of extra con isa 
list of 30 LOW PRICED STOCKS, STOCK 
SERVICE DIGEST and BUSINESS OUT- 
LOOK FOR 1958. 


SIMPLY MAIL COUPON BELOW 


Send only $1 now for your copy of the 42 
Guided Missile Stocks report and a full 4 weeks 
trial subscription to Dow Theory Forecasts. All 
extras listed in the box to the left will also be 
sent FREE of additional cost. This offer good by 
mail only. No salesman will call. Offered to new 
subscribers only. If not delighted with the profit 
potential in this big package, just write us and 
your money will be immediately refunded. 


r-- DOW THEORY FORECASTS, INC.....---4 


New York 17, N. Y. 


DEPT. F-2 


NAME 
ADDRESS 
CITY 


ZONE STATE 





Se ee SSS SSS SSS SSS See eee ee ee 


43 








r €@ <2 
ormula 


For short term swing 
trading in grains .. . 
OR active stocks .. . 
(Check which). 


No obligation. Just clip and mail 
with stamped SELF-ADDRESSED 
ENVELOPE. 
Name 
Address 
City 

LESTER B. ROBINSON 

1204 Russ Building 
San Francisco 4, California 








TEXAS PACIFIC COAL AND OIL COMPANY 


ete 
ra *e 


Cash Dividend 
No, 194 
March 5, 1958 
. 


o 
“aas*” 


At the regular monthly meeting held January 
22, 1958, the Board of Directors declared a regu- 
lar quarterly cash dividend of 25 cents a share, 
payable March 5, 1958, to stockholders of record 
at close of business February 11, 1958. 


By R. Seibel, Secretary 











BEST 55 
INVESTMENT 
| EVER MADE 


By a Barron's Subscriber 
One of the most profitable moves of my in- 
vesting experience cost me only $5. For this 


small sum I gan to acquire an asset that 
has brought me untold benefits. 

I mean the knowledge of investment values 
I've — by subscribing to Barron's Na- 
tional Business and Financial Weekly. 

This has helped me do a better job of 
separating good investments from bad invest- 
ments. I have built my capital and increased 
my investment income. I have gained greater 
peace of mind financially. 


This story exemplifies how Barron's serves 
its readers. ere is no other business or in- 
vestment publication like it. It is written for 
the man who makes up his own mind about 
his own money. It is the only weekly affiliated 
with Dow Jones, and has full use of Dow 
Jones’ vast, specialized information in serv- 
ing you. 

n Barron’s you are shown what, where, 
and why the REAL VALUES are, behind cur- 
rent security prices. You get clear, well- 
founded information each week .. . on the 
condition and prospects (the changing for- 
tunes) of individual corporations—and on in- 
dustrial and market trends. 

Barron's subscription price is $15 a year, 
but you can try it for 17 weeks for only $5. 
This trial subscription for 2 will netag you: 

Everything you need to know to help you 
handle your business and investment affairs 
with greater understanding and foresight... 
the investment implications of current polit- 
ical and economic events . the perspective 
you must have to anticipate trends and grasp 
profitable investment opportunities. 

See for yourself how important Barron's 
can be to you in the eventful weeks ahead. 
Just tear out this ad and send it today with 
your check for $5; or tell us to bill 
Address: Barron's, 392 Newbury Street, 

ass 


Os- 
ton 15, 


F-21 
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STOCK ANALYSIS 


Boosting Morale 


WitH unemployment believed to be 
now well above the four-million mark 
and business indices still pointing 
downwards, Washington is showing 
increasing concern. An anti-recession 
campaign has now been launched 
with a barrage of statements as well 
as concrete measures designed to 
boost morale and restore confidence. 

The methods are familiar. In essence 
they are the same as those used under 
similar circumstances by previous ad- 
ministrations. All of which only goes 
to show that there is not too much 
choice when the chips are down, re- 
gardless of the political and economic 
philosophies of the party in power. 

The Federal Reserve took the first 
step last November when it reduced 
the rediscount rate and loosened the 
credit reins. It did so after much 
prodding by the Administration, Con- 
gress, and business. A further reduc- 
tion was put into effect late last month 
and will probably be followed by a 
lowering of bank reserve require- 
ments. This means one thing: easier 
money and cheaper credit. 

The Administration is doing its 
share of morale boosting by con- 
fidently predicting an upswing this 
year. Instead of priming the pump 
via WPA and similar ventures, great- 
ly increased outlays for defense are 
counted on to provide the desired 
stimulation of the economy. Even if 
the downward slide of business can be 
stopped within the next few months, 
the new budget may prove far too 
optimistic on the revenue side and 
too low on the expenditure side. The 
effect: deficit spending, probably at 
an increasing rate. 

If the economy should need some 
further stimulation, Treasury Secre- 
tary Robert Anderson hinted that 
taxes might be reduced—notwith- 
standing the certainty of a budget 
deficit. “A needle rather than a check 
rein,’ as the President put it. 

Even Wall Street got some unex- 
pected consideration. Because a 
droopy stock market does have an ad- 
verse effect on business morale, mar- 


| gin requirements were cut from 70% 


to 50%. This does not make stocks 
any more desirable than before, but 
it helps those who are confident to 
buy more shares with less cash. 

It is easy to become cynical in view 
of all the previous protestations about 
economy and sound money. Alas, the 
facts of political and economic life are 
much more real than high principles 
and theories. Under present cir- 


by HEINZ H. BIEL 


cumstances, con- 

fronted with the 

absolute necessi- 

ty of greatly in- 

creased defense 

spending, the Ad- 

ministration has 

little choice in its 

course. Since inflation is considered 
the minor evil as against a deep and 
long, drawn-out recession, the path 
toward renewed inflation has been 
chosen with but little hesitation. 

Washington’s efforts to boost con- 
fidence and stimulate business can- 
not arrest the downward drift of the 
economy overnight. It takes time for 
increased appropriations to be trans- 
lated into orders, production and de- 
liveries. It also takes time for a 
change in monetary policy to make it- 
self felt throughout the economy. 
Business, too, has to make further ad- 
justments before expansion can be 
resumed. Recent moves by the Ad- 
ministration are undoubtedly con- 
structive, but their effectiveness is 
not guaranteed. We can only hope 
that Washington does not run out of 
ammunition before the slump has 
gathered too much momentum. 

The investor's problem is whether 
he should be more concerned about 
the present reality of a business re- 
cession or the impending danger of 
renewed inflation. 

Some months ago (Forses, Oct. 15, 
1957) under the heading “The New 
Yield Pattern” I called attention to 
the fact that fixed income bearing se- 
curities of the very best quality, for 
the first time in more than two dec- 
ades, were offering a return large 
enough to be in excess of the rate of 
buying power depreciation resulting 
from inflation. It seems that this was 
the last opportunity to buy “defen- 
sive” investments on favorable terms 
and with some chance for capital ap- 
preciation. 

Since mid-November the yield of 
U.S. Treasury bonds has dropped from 
4% to 3.2%, of high-grade utility 
bonds from almost 5% to 3.8%. Mean- 
while, the Standard & Poor’s index of 
utility stocks, the most favored de- 
fensive stock group, has advanced 
16% from a low of 28.96 to 33.50, or 
within less than a point of its high. 
Clearly, “defensive” investments have 
lost most of their appreciation poten- 
tial, and, at least as far as bonds and 
preferred stocks are concerned, the in- 
vestor cannot expect much more than 
to get his money back, with inflation 
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likely to eat up most if not all of the 
net yield after taxes. 

Thus, willy-nilly, investors are 
forced to look at common stocks of 
the non-defensive type. Fortunately 
they are, by and large, good buys at 
present, provided the assumption 
proves right that this recession will 
be reversed before it can do too much 
damage to corporate profits and divi- 
dends. To me it seems that the risk 
on the downside is not much more 
than 10%-15%. This I consider a 
minor one in relation to the potential, 
if not probable, appreciation in the 
years to come. Besides, I am not at 
all sure that one will be able to buy 
good stocks as much as 15% below 
current prices. 

The stocks I would buy for a bal- 
anced investment account that is well 
larded with good utilities would in- 
clude the following: 

Oils: buy them now when they are 
under a cloud, when they are cheap. 
Royal Dutch (38), for example, has 
been under great and, in my opinion, 
exaggerated pressure, partly as a re- 
sult of the current offering, via rights, 
of 7,602,285 shares of additional stock, 
partly because some investors shy 
away from an “international” com- 
pany, especially one that also has a 
not inconsiderable investment in In- 
donesia. Royal Dutch, with 1957 
earnings of close to $6 a share, is a 
very good value here. On a more 
speculative basis I like Getty Oil (26) 
which, according to reports, is pre- 
paring to merge with Mission Devel- 
opment (22) in order to obtain direct 
control of Tidewater Oil (23). 


Westinghouse Electric (63) appears 
to have solved its problems which had 
caused so much grief in 1955-56. It 
is a reasonably priced stock in a group 
that is notorious for its high price/ 
earnings ratios and which rarely offers 
a bargain. I also think that RCA (34) 
is deserving of more attention than it 
is receiving. Most of the electronics 
companies have more glamour than 
éarnings, and dividends are patheti- 
cally small. RCA, however, has solid 
earnings and pays about 4.4%. 


The leading steel companies will 
probably do better than earn their 
present dividends with the industry 
currently operating barely at 60% of 
capacity. This is a remarkably good 
performance and it enhances my con- 
fidence in this group’s investment 
standing. Stick to the leaders. 

Again—on the assumption that this 
recession will not get out of hand—I 
am ready to take a more positive stand 
towards the greatly deflated non-fer- 
rous metals shares. Anaconda (41), 
Newmont Mining (71) and the ma- 
jor aluminum producers are my pref- 


(CONTINUED ON PAGE 49) 
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Would You Pay $20 


for the 


Facts to Guide You— 
throughout the critical year ahead 


In this uncertain market, and in the critical year ahead, every investor will be 
called on to make key investment decisions. The success of these decisions 
will be based on, not the day-to-day action of a particular security, but the 
hard facts about VALUES back of each stock plus current data regarding 
trends and prospects. 


With these facts and professional guidance you can quickly spot the pitfalls 
of unsound securities as well as profit opportunities. You are aided by the 
most timely and comprehensive information service we have been able to 





1, 52 issues of FINANCIAL WORLD. Shrewd 
seater | — 7 on risks and rewards in 
the world of stocks, bonds and business, bear- 
ing on your i diate in decisions. 
(Cost, without additional services, $26 at 
newsstands.) 


2. PLUS—the Current Edition of 304-page 
“Stock Factograph’’ Manual indexing 50, 
essential facts about 1,800 companies and 
their securities AND our own investment 
opinion of the good and bad points of 1,000 
issues. (Sells separately at $5.) 





investment success. 


Dept. FB-2i—i7 Battery 





develop in our 55 years of successful service to the investor. 
more than 54,000 investors share the expense, all.it costs you is $20. 


$20 Buys This 4-Part Investment Service 


And because 


3. PLUS EACH MONTH, a booklet of our 
own INDEPENDENT APPRAISALS of 1,383 
to 1,870 listed stocks with prices, earnings, 
dividends, financial set-up for quick appraisal 
of each company's position. (Similar guides 
cost up to $24.) 


4. PLUS personal and confidential advice as 
often as 4 TIMES EACH MONTH, about 
whether to buy, sell, or hold any security 
that interests you. You get expert, unbiased 





ACT Now and Receive FREE 


72-page guidebook—“THE KNOW-HOW OF MAKING MONEY IN SECU- 
RITIES” explains in 35 chapters the basic principles and procedures of 
Not available for sale. 


! this sounds like worthwhile tax-deductible expense to you. 

of the best $20 worth of investment service you can get. 
this “ad” with your name and address, and your payment. 
offer includes all the above for only $12.) 


Absolute money-back guarantee, if not satisfied within 30 days. 
55 YEARS OF SERVICE TO INVESTORS 


FINANCIAL WORLD 


counsel. (This service cannot be purchased 
alone at any price.) 


.- like one 
- + just return 


(26-week trial 


Place, New York 4, WN. Y. 











HOW TO TAKE CALCULATED 
RISKS TO MAKE MONEY 


in stocks 


Now you can get revealing reports giving 
analysis and opinion on investment bar- 
gains in little-known stocks. These are 
stocks of HIGH-GRADE companies that 
are well managed, have good earnings 
prospects, yet are overlooked by the aver- 
age investor. ... We specialize in selecting 
these stocks selling under $5. A. J. G. of 
Westport, Conn., writes, “J now take 4 


4 Please send me your 


#SSR reports for 1 
 month’s FREE trial. 


Name 
Address 


City 


Dew ee SSS SSS SS SESS SSS SSS SESS SSSSSSE SESE ENE EEE 


H Selected Securities Research, Dept. F-58, Seaford, New York 


under $5 


other services, but yours is one of the best I 
have seen tor the small investor” FREE 
TRIAL OFFER: No obligation. Just send 
name and address on a postcard—or mail 
coupon below for a full month’s trial sub- 
scription. See for yourself how you may 
benefit from “hidden” stocks that may 
show unusual profits on just a small in- 
vestment. 
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free booklet describing 


The Fully 
Administered 
Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing in bonds, 
preferred and quality common 
stocks, “balanced” in accordance 
with the judgment of professional 
management. 


Nome 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 











T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


* 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 











SAFETY 


on your 


savings 
..- by mail 


says BART LYTTON, president FIRST WESTERN, 
Nevada's Largest —Southern Nevada's Oldest 
Savings & Loan Association 


At First Western, thousands of save- 
by-mail accounts currently earn 5% 
a year. Interest is paid quarterly on 
all accounts. Savings with us have 
always been safe, available and more 
profitable. Remember—as little as 
$1.00 starts an account. 


Open your save-by-mail account today— 
postage paid. Funds received by the 
15th of any month earn from the 1st. 


Write or mail funds to: 


_ First WESTERN SAVINGS 


AND LOAN ASSOCIATION 


| Canadian 


| his shares. 
| NRO Canadian Fund, on the other 


THE FUNDS 


CANADIAN TAX ANGLE 


Wuen Wall Street talks about a “Ca- 
nadian mutual fund,” it is likely to be 
speaking neither of an investment 
company owned and operated by Ca- 
nadians (there are 14, not registered 
for sale in the U.S.) nor a U.S. fund 
specializing in Canadian securities 
(Calvin Bullock’s 25-year-old Cana- 
dian Fund is now the only one of this 
type). It is probably referring to a 
tax-born hybrid: 
a fund legally 
domiciled in Can- 
ada but whose 
stock certificates, 
management and 
95% of its share- 
holders are _ lo- 
cated in the U.S. 

Hardwick Stires’ 
Scudder Fund of 


Hardwick Stires 


| Canada is the oldest of the eight non- 
| Canadian resident-owned (NRO) mu- 


tual funds, as they are called. Stires 
also heads the Committee of Canadian 
Investment Companies which last 
month had a proud progress report to 
make. “In little more than three 
years,” said pioneer Stires, “more than 
127,000 investors, large and small, 
have put about $292 million to work, 
principally in Canada. This figure 
represents U.S. private capital which 
in all likelihood might never have 
been invested in Canada or elsewhere 
abroad.” 

Besides Scudder Fund of Canada, 
seven other funds have zoomed from 
nowhere in 1954—the year the SEC 
gave its approval—to a firm foothold 
in the $10.5 billion mutual fund indus- 
try. They are: Canada General Fund, 
International Growth 
Fund, Investors Group Canadian 
Fund, Keystone Fund of Canada, New 
York Capital Fund of Canada, Axe- 
Templeton Growth Fund of Canada 
and United Funds Canada. 

Like the old British investment 
trusts of the last century, which 
poured pounds from London, Leeds 
and Liverpool into the fast-booming 
economy of a westward-rolling U.S., 
the eight funds are sinking Yankee 
dollars into the frontiers of their dy- 
namic neighbor to the north. 

That is where the tax angle happily 


| enters for their 126,000 shareholders. 
| Under Canadian law, capital gains are 


not taxed. So the NRO funds retain 


| their capital gains without penalty, 
the long-term shareholder eventually 


paying 25% of the gain when he sells 
Calvin Bullock’s non- 


hand, may elect to distribute such a 
capital gain to its shareholders, who 
then must pay capital gains tax, or it 
may keep the gain and pay 25% on 
account of its shareholders. But Ca- 
nadian Fund shareholders who wish 
to reinvest their capital gains distri- 
butions may do so automatically. Ac- 
tually, then, there is little difference 
between Canadian Fund and NRO 
funds in respect to capital gains, ex- 
cept the time element of when the 
tax is paid. 

But the sparkle of NRO funds is 
particularly apparent to the wealthy 
investor. These funds do not have to 
pay out their dividend income. In- 
stead they reinvest it. The advantage 
of this for wealthy investors is ob- 
vious: except for a 15% Canadian 
tax, no income tax need be paid on 
the plowed-back income. At least 
not until the shares are sold, when a 
capital gains liability at a maximum 
of 25% may be incurred. 

Stires also pointed out the appeal 
NRO companies have to Canadians 
who worry about Yankee domina- 
tion. “Last year,” observed he, “di- 
rect U.S. investments accounted for 
control of more than half of Canada’s 
principal manufacturing, petroleum 
and mining industries. But Canadian 
concern over U.S. control does not 
arise when portfolio investment com- 
panies buy Canadian shares, because 
they become partners of Canadians 
rather than direct owners.” 

Several words of caution are in 
order for investors, nevertheless 
First, NRO funds pay no dividends 
Second, their asset values may fluc- 
tuate more violently than shares of 
companies specializing in American 
investments. Because no capital gains 
tax exists in Canada, traders are 
much more active on Canadian ex- 
changes, causing more violent swings 
in price. In the past few years, most 
of the swings have been downswings, 
so it is no secret that several of the 
funds sold last month for less than 
their original offering price to inves- 
tors in 1954—without a penny in 
dividends being paid in the interim 
“This type of thing,” frankly admitted 
one manager, “is strictly for the ten- 
year pull.” 


GOOD LOSERS 


WHEN is a loss not a loss? When it 
can be used to offset a gain, as many 
an investor at tax-time has learned 
with a rueful kind of glee. Mutual 
funds, too, have certain tax privileges 
with respect to offsets and carry- 
forwards which roughly correspond 
to those enjoyed by individuals under 
the Internal Revenue Code. And 
1957 will go down as a year in which 
many shareholders woke up to the 
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fact that institutional investors, like 
individuals, do occasionally take a 
loss. 

What happens when a fund swal- 
lows its professional pride and sells 
out at a loss? M.LT., for example, last 
quarter sold out a block of Rayonier 
at a loss. How will it handle the loss 
for tax purpose? It goes like this: 
assuming that a fund takes a $100,000 
drubbing on a sale ard its profitable 
transactions for 1957 amounted to $1 
million, its net capital gain for the 
year would be $900,000. If it had no 
capital gains at all, the fund could 
carry forward the $100,000 loss for 
five years. It could not, however, apply 
any excess of loss over gain against 


$1,000 income—a privilege of the in- | 


dividual investor. 

By last month, as the pattern of 
capital gains distributions became ap- 
parent for the year past, one impres- 
sive fact leaped to light from the 


annual reports. The mutual funds | 


would mail smaller checks to their 
shareholders from capital gains than 
they did in 1956 and 1957. Forses’ 


index of 10 largest common stock | 
funds showed a drop in capital gains | 


distributions from $7 in 1956 to $3.97 
last year. 

One courageous fundman 
faced the embarrassment squarely 
was President Charles Devens of Bos- 


ton’s $72-million assets Incorporated | 


Income Fund. “For 1957,” he told 
shareholders, “there will be no capi- 
tal gains distribution. The only way 
your management could have paid 
one would have been by selling secu- 


rities at a profit which management | 
the | 


felt to be sound investments for 
Fund or failing to take losses in se- 
curities where management saw fur- 
ther trouble ahead.” 
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Which 248 Stocks to Buy and Sell in 1958! 


ANNUAL 
FORECAST 


JUST COMING OFF THE PRESS 


50% More Pages! One of most important Forecasts ever presented by S & P! 


NEW—How soon will the adjustment period be over ? NEW—Stocks that could turn 
around in 1958. NEW—How the speed of our scientific race with Russia will affect the 
economy and your investments. Will include Standard & Poor's forecast of the 1958 
stock-bond markets, forecast of economy and business conditions, forecast of money 
rates. Inflation or deflation ahead ? EXTRA! New Switch List of 72 stocks that should 
be sold now. Also these confidential new “‘Buy’’ lists: 





who | 


8 Stocks That Could Turn Around in 1958. 7 Stocks Capable of Outgaining 


5 Good Income Stocks with Profit Potential. 23 Attractive Bonds 


$ = et 22 Best Low-Priced Stocks. 9 Growth Stocks for Long-Pull 
y 


a 4 Tax Exempt (Municipals)! 
Simply mail $1 with this Ad, your name, address for S & P’s 1958 Annual 


Forecast plus next 3 week! 


issues Poor’s Investment Advisory Survey, one 


of America’s most popular investment services. (A $5.83 value!) New readers 


only. Subscribers covered 


STANDARD & POOR’S CORPORATION 


World's Largest Statistical and I 





345 HUDSON STREET 


t Advisory Organization, Established 1860. 


+ NEW YORK 14,N.Y. A587-172 











Building Equip.? 
Chemiceis? 7 


Elec. Equip.? 
Food Chains? 
oil? 


Paper? 


Steel? 
Tobacco? advanced in the face o 
Utilities? avoided on the basis o 


To New Subscribers 
Refund guarantee applies. 


Company (Dept. 
922 Laguna Street 





Santa Barbara, Calif. 


=" 45 STOCK GROUPS 
RATED FOR PROFITS 


Rubber? New forty-five industry analysis names 14 stock groups with bullish pat- 
terns in well situated industries . 

the fall declines 

current price trends. 

Entitled ‘“The 1958 Outlook’’, this survey is part of IR's continuing techni- 

cal analysis of 475 stocks to determine short and’ long, term trends. 

examination of the famous Primary Trend Index and 13 

method highlights outstanding specific stocks and Tg buying and selling points to help you 

gain the maximum profit at every key market junc 


Only! Send $3 now for your copy of this Special 1958 Survey plus a five week 
trial subscription to the complete 6 page IR weekly market service. h 


spots many groups which have actually 
- warns of 13 industries to be 


Combined with intensive 
other market condition indicators, this 


Just mail the coupon below 


INVESTORS RESEARCH* 
F-47) 


Please airmail survey entitled 
“The 1958 Outlook” and 5 week 
trial subscription. Enclosed is $3 


*Serving Investors in 48 states and 20 foreign nations. 











People 60 to 80. 


BEFORE YOU TURN 
THIS PAGE 


. tear out this ad and mail it to- 
day to find out how you can still 
apply for a $1,000 life insurance 
policy to help take care of final 
expenses without burdening your 
family. 


You handle the entire transac- 
tion by mail with OLD AMERI- 
CAN of KANSAS CITY. No obli- 
gation. No one will call on you! 


Write today, simply giving your 
name, address and age. Mail to 
Old American Ins. Co., 1 West 9th, 
Dept.L209N, Kansas City, Missouri. | 








Here are the Facts you need 


DAILY FOR ALL 
COMMODITIES 


Now you can get first thing every morning 
full, accurate prices on all commodities 
traded on all exchanges; price ranges, sales 
& open interest data by individual trading 
months, high & low prices for life of con- 
tracts, ete.—printed and punched for quick, 
easy reference and permanent filing in free 
binder. Indispensable for profitable trading; 
used for years by leading brokers; now 
offered to individuals. Established 1885. Print 
your name and address clearly and mail 


for FREE SAMPLE REPORT F 


THE MARKET NEWS 


Suite 1106 
24 Stone St., New York 4 




















PACIFIC FINANCE CORPORATION 
announces the establishment of 
A NEW YORK FINANCIAL OFFICE 
under the direction of 
MR, R. W. BORDEN, VICE PRESIDENT 


Mr. Paul J. Wallen, financial representative 


15 BROAD STREET, NEW YORK 5, N.Y. 
telephone: wuitehall 4-0480 
OPENING: JANUARY 22, 1958 





TENNESSEE 
GAS 


TRANSMISSION COMPANY 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
DIVIDEND share has been declared on the Common 
Stock, payable March 10, 1958 to stock- 
holders of record on February 3, 1958. 


J. E. IVINS, Secretary 




















NEXT ISSUE: 


THE EMBATTLED RAILROADS: In last month’s Senatorial investigation, 
railroadmen called on Uncle Sam to pull them out of the economic morass into 
which they have been sinking. What do the railmen really want? And what 
do they stand a chance of getting? 


Forses, 70 Fifth Avenue, New York 11, N. Y. F1103 
Please send me Forses for the period checked: 

0 1 Year $6 0 2 Years $9 

0) Enclosed is remittance of $... {] I will pay when billed. 





Zone.. 
Pan American and Foreign $4 a year additional. 


Single copy Svc 











LURIE 


(CONTINUED FROM PAGE 38) 





columns, there is an even more sig- 
nificant near-term consideration to the 
Government’s spending plans: the rate 
of defense ordering will increase 
sharply in the first half of 1958 and 
the chief economic impact of de- 
fense orders comes at the time con- 
tracts are placed rather than when the 
bills are paid. Thus, business psy- 
chology should improve from here 
out and psychology will have an im- 
portant bearing on industry’s here- 
tofore deflationary inventory policies. 

This is one of the reasons why the 
stock market ball has been able to 
bounce in the face of seemingly poor 
business news. Those who have per- 
mitted their thinking to be discolored 
by the obvious deterioration have lost 
opportunities. The opportunities prob- 
ably are of an intermediate-term na- 
ture for, as was pointed out at the 
year’s end, we seem to have entered a 
broad indeterminate period which will 
feature a series of short-lived cycles. 
But intermediate opportunities cer- 
tainly need not be scorned when the 
broad background points to an era 
which will favor the opportunist. This 
simply is not an era in which the “do- 
nothing” investor can thrive. 

Illustrative of this point, there is no 
question but that the drug industry 
his enormous vitality. A successful new 
drug is as important as the discovery 
of a new major field is to an oil com- 
pany. But there are two temporarily 
sobering considerations: 1) there has 
been an enormous amount of inven- 
tory stocking of all types of anti- 
biotics in anticipation of an Asian Flu 
epidemic which has not occurred; 2) 
the big boom in tranquilizers has 
probably leveled off and competition 
is daily increasing. Thus, while the 
longer-term outlook is bright and cer- 
tain companies should have a more 
profitable 1958, the group temporarily 
has lost some of its charm. 

The fact that these are markets 
within markets means that it is pos- 
sible to enthuse about some compa- 
nies and at the same time be con- 
cerned about others. For example, the 
fact that Chrysler Corp.’s first-quarter 
production probably will be reduced 
more than that of its competitors 
points up the possibly adverse in- 
fluence on its suppliers. In this con- 
nection, Goodyear Tire & Rubber 
counts Chrysler as its biggest original 
equipment customer. Matter of fact, 
Chrysler’s improved showing last 
year was one of the reasons Good- 
year’s earnings reached a new record 
high. The probability that automobile 
production will decline in 1958 and 
that Chrysler may lose a portion of 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08%, SERIES 

Dividend No. 32 

25/2 cents per shore; 
CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 9 

26/2 cents per shore; 
CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 41 

30/2 cents per shore. 


The above dividends are pay- 
able February 28, 1958, to 
stockholders of record Febru- 
ary 5. Checks will be mailed 
from the Company's office in 
Los Angeles, February 28. 


P.C. HALE, Treasurer 


January 16, 1958 








AiR REDUCTION 


its 1957 share of the over-all market 
casts some doubt on Goodyear’s 1958 
outlook. The stock probably can be 
avoided at this time. 


HOOPER 





(CONTINUED FROM PAGE 43) 


course. Some of these much-desired, 
popular, high grade “growth” stocks, 
you know, really are not so cheap 
after all—based on earnings and divi- 
dends—unless that big prosperity of 
the 1960s is assured. 

I think the fire and casualty insur- 
ance stocks are interesting and well 
deflated. I like National Fire, Spring- 
field Fire & Marine and New Hamp- 
shire Fire, among others For 
stable income issues, I favor Ameri- 
can Optical, Campbell Soup, Coca 
Cola, Reynolds Tobacco B, Dayton 
Power & Light, General Foods, Pa- 
cific Lighting, Pacific Gas & Electric, 
Ingersoll-Rand, Chesapeake & Ohio, 
Santa Fe and General American 
Transportation. On real weakness, I 
might buy some of the major steels as 
a short-term speculation; but I would | 
avoid all the smaller steel companies 
and all the marginal ones... . For a 
very long pull, the coppers are attrac- 
tive on sharp declines, but they are 
stocks you buy for a pull of three to 
six years, not three to six weeks. 

Until I can see my way much 
clearer than at present, I would con- 
fine all more speculative purchases to 





a purely trading basis and be willing 


to take relatively small profits when 
they accrue. I still think there is a 


better than even chance of fresh bear 


market lows for most cyclical shares. 


oS 





CONTINENTAL 
CAN COMPANY, Inc. 


165th 
COMMON DIVIDEND 


~ o quarterly divi- 
of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 15, 
1958, to stockholders of 
record at the close of bus- 
iness February 21, 1958. 


3rd 
PREFERRED DIVIDEND 


—— quarterly divi- 
of ninety-three 
and three-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1958, 
to stockholders of record 
at the close of business 
March 14, 1958. 


6th 
SECOND PREFERRED DIVIDEND 


ae yo pd quarterly divi- 
of one dollar twelve 
and one-half cents 
($1.12) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable March 31, 
1958 to stockholders of 
record at the close of bus- 
iness February 28, 1958. 


LOREN R. DODSON, 
Secretary 








R. J. Reynolds 
Tobacco Company 





Camel, Cavalier, Winston & Salem 


| Prince Albert, George Washington 


Mokers of 


cigarettes 


smoking tobacco 


Company Incorporated 


163"¢ CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has declared 
a regular quarterly dividend of 624¢ 
per share on the Common Stock of 
the Company, payable on March 5, 
1958 to holders of record on February 
18, 1958, and the twenty-fifth regular 
quarterly dividend of $1.125 per share 
on the 4.50% Cumulative Preferred 
Stock, 1951 Series, of the Company, 
payable on March 5, 1958 to holders 
of record on February 18, 1958. | age. 








BIEL QUARTERLY DIVIDEND 


A quarterly dividend of 90 
cents per share has been de- 
clared on the Common and 
New Class B Common stocks 
of the Company, payable 
March 5, 1958 to stockholders 
of record at the close of busi- 
ness February 14, 1958. 
W. J. CONRAD, 
Secretary 
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| erence. Commitments in this volatile 
industry should be kept within rea- 
| sonable limits. 
Family units will increase greatly 
| within a few years when our large crop 
of war babies reaches marriageable 
The home building industry will 
be a prime beneficiary. My choice: 
Johns-Manville (39), National Gyp- 
sum (43) and Georgia-Pacific Corp. 
(28). 
There are still no bargains in the 
chemical industry, even after a de- +. At a meeting held January 14 
cline of 30%-40% in many of the are : 


Winston-Salem, N. C. 
January 9, 1958 


January 22, 1958 


T. S. O'BRIEN, Secretary 
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EQUITABLE Gus COMPANY 


PITTSBURGH, 














PENNSYLVANIA 





PHOTO CREDITS 


Page 11: Wide World 
Page 21: British Petroleum 
Page 22: Bettman Archives 
Page 30: Wide World 


clared quarterly dividends 
. ° | $1.125 per share on the 4.50 

| leaders. Air Reduction (50), at 11 | Convertible Preferred Stock and 
| 4: - s : . / 40 cents per share on the Com 
| times 1957 earnings and yielding 5%, mon Stock, payable March 1 

; | 1958 to all holders of record at 
| has been on my recommended list for | " the close of business February 

years (Forses, Dec. 15, 1953 and Dec. | 10, 1958 

1, 1955). I still consider it a good value re 
A * | Secretary 
and a desirable investment. | 
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ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


A man’s ability to be a pioneer of 
progress, that is, to understand what 
civilization is and to work for it, de- 
pends on his being a thinker and on his 
being free. He must be the former if 
he is to be capable of comprehending 
his ideals and putting them into shape. 
He must be free in order to be in a 
position to launch his ideals out into 
the general life. . . . Material and 
spiritual freedom are closely bound 
up with one another. Civilization pre- 
supposes free men, for only by free 
men can it be thought out and brought 
to realization. —ALBERT SCHWEITZER. 


You cannot prevent the birds of 
sorrow from flying over your head, 
but you can prevent them from build- 
ing nests in your hair. 

—CHINESE PROVERB. 


The highest and best form of effi- 
ciency is the spontaneous cooperation 
of a free people. —Wooprow WILSoN. 


Every now and then go away, have 
a little relaxation, for when you come 
back to your work your judgment will 
be surer since to remain constantly at 
work will cause you to lose power of 
judgment. . . . Go some distance away 
because then the work appears small- 
er, and more of it can be taken in at 
a glance, and a lack of harmony or 
proportion is more readily seen. 


—LEONARDO DA VINCI. 


Wherever desirable superfluities are 
imported, industry is excited, and 
thereby plenty is produced. Were only 
necessities permitted to be purchased, 
men would work no more than was 
necessary for that purpose. 


—FRANKLIN. 


Those who follow the banners of 
reason are like the well-disciplined 
battalions which, wearing a more 
sober uniform and making a less daz- 
zling show than the light troops com- 
manded by imagination, enjoy more 
safety, and even more honor, in the 
conflicts of human life. 


—Sir WALTER Scott. 


Astronomy is one of the sublimest 
fields of human investigation. The 
mind that grasps its facts and prin- 
ciples receives something of the en- 
largement and grandeur belonging to 
the science itself. It is a quickener of 
devotion. —H. Mann. 


50 


Every man is to be respected as an 
absolute end in himself; and it is a 
crime against the dignity that belongs 
to him as a human being, to use him 
as a mere means for some external 
purpose. —KAnrT. 


Did you ever hear of a man who 
had striven all his life faithfully and 
singly toward an object, and in no 
measure obtained it? If a man con- 
stantly aspires, is he not elevated? 
Did ever a man try heroism, mag- 
nanimity, truth, sincerity, and find 
that there was no advantage in them 
—that it was a vain endeavor? 

—THOREAU. 


Silence is not always tact, and it is 
tact that is golden—not silence. 
—SAaAMUEL BuTLER. 





B. C, FORBES: 


These spell FAILURE: 
Fickleness. 
Affectation. 
Indifference. 
Laziness. 
Uppishness. 
Recklessness. 
Envy. 











One of the principle challenges of 
our world to the individual is that he 
must not only achieve a fairly high 
degree of specialization to make him 
a useful member of society, but at the 
same. time achieve enough general 
knowledge to enable him to look with 
sympathy and understanding on what 
is going on about him. 

—OLIveR J. CALDWELL. 


Profit is the ignition system of our 
economic engine. —CHARLES SAWYER. 


They who say all men are equal 
speak an undoubted truth, if they 
mean that all have an equal right to 
liberty, to their property, and to their 
protection of the laws. But they are 
mistaken if they think men are equal 
in their station and employments, 
since they are not so by their talents. 

—VOLTAIRE. 


When we see ourselves in a situa- 
tion which must be endured and gone 
through, it is best to make up our 
minds to it, meet it with firmness, and 
accommodate everything to it in the 
best way practicable. This lessens the 
evil; while fretting and fuming only 
serves to increase your own torments. 

—TuHoMAS JEFFERSON. 


To manage men one ought to have 
a sharp mind in a velvet sheath. 
—GeorGcE ELIOT. 


It has always been a crime to be 
above the crowd. That’s the real rea- 
son why some men in public life are 
maligned, attacked and slandered, for 
they are beyond the reach of those 
who realize in their own heart that 
the greatness of others shows their 
own smallness, their own inferiority. 

—Wwn. J. H. BoetcKer. 


I like to see a man proud of the 
place in which he lives; and so live 
that the place will be proud of him. 

—ABRAHAM LINCOLN. 


A man of a right spirit is not a man 
of narrow and private views, but is 
greatly interested and concerned for 
the good of the community to which 
he belongs, and particularly of the 
city or village in which he resides, 
and for the true welfare of the society 
of which he is a member. 

—JONATHAN EDWARDS. 


If we are to preserve civilization, 
we must first remain civilized. 
—Loutis St. LAURENT. 


Democratic living is not a station at 
which people arrive; it is a method of 
traveling. —C.Lype CAMPBELL. 


As in walking it is your great care 
not to run your foot upon a nail, or 
to tread awry, and strain your leg; so 
let it be in all the affairs of human 
life, not to hurt your mind or offend 
your judgment. And this rule, if ob- 
served carefully in all your deport- 
ment, will be a mighty security to you 
in your undertakings. —EPICTETUS. 





More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 











A Text... 


Sent in by Herbert Oehler, Phila- 
delphia, Pa. What's your favorite 
text? A Forbes book is presented 
to senders of texts used. 


He that tilleth his land shall have plenty 
of bread: but he that followeth after vain 
persons shall have poverty enough. 

—Proverss 28:19 
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MELMAcC > Vitamin Mineral Supplement 





Quality 


Chiortetracyc line Products 


Titanium Dioxide 


that Inspire 
Confidence 


Shown here are a few of the product names and trademarks of 
American Cyanamid Company. In the various fields in which 
they are used—in business, industry, the professions, or the 
public—each represents a high standard of quality and integrity. 
All are backed by Cyanamid’s extensive research, production, 


and service facilities. 








— CYANANMID —> 


AMERICAN CYANAMID COMPANY 


Urea formaldehyde i, 30 Rockefeller Piaza, New York 20, N. Y. EL 


Molding Compounds 
: ns 
* Trademark ie Melamine Res! 


Laminac 


Polyester Resins 


Textile Finishes SURGA LOY , C 
‘“ wl . * Stee! Surgical Sutures CYMAY THIMET 


astyre™ 
methy aie insecticide 
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Creslav 5] CYAnocaS 


Fiber 
Acrylic Textile Ant Killer 
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Fertilizers Triple Superph 





Pick your De Soto...pick your price ! 


Ma 
A 


NEW RIDE! Standard on all models, improved Torsion-Aire 


Ride takes you around corners without lean or sway. No front-end 


This year, De Soto has sixteen models—covering every price range. 
And look what you get with each one. 

NEW LOOK! Long sweeping lines... low silhouette . . . big wide dive. Before you buy any car, drive a new De Soto. 
control-tower windshield ... and spacious luxurious interiors. 


NEW ENGINE! DeSoto’s new Turboflash V8 is smoother, quieter 


gives you all the power you need for safe, effortless driving. 


DE SOTO — the exciting look and feel of the future ! 


Three wonderful ways to go De Soto 


. big-value leader for 1958. eirenome... smart new 


FIRESWEEP.. 
pacemaker. rirervite... the ultimate in luxury. 





